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Evidence taken at the first meeting- of the Public Accounts 
Committee held on Monday, 12th August 1929, at 11 a. m. 

Pbesent 

(1) The Hon’ble Sir Gteoege Schuster 

(2) Mr T A K Shervaot 

(3) Mr B Das 

(4) air S C aiiTBA 

(6) Kumai Gangantand Sinha 

(6) aiaulvi Abdul Matin Chaudhuey 

(7) air K C Neogy 

(8) aiaulvi aiOHAMMAD YaKUB 

(9) air K C Boy 

( 10 ) Sir Frederic Gauntlett, Auditor General 

(11) air J E C Jukes, Controller of Civil Accounts 

(12) air 0 A Travers, Accountant General, Central 

Revenues 

(13) air A C Badenooh, Director, Commercial Audit 

(14) air B Nehru, Deputy Auditor General 

The Hon’ble air E Burdon. Financial Secretary, Witness 

Chairman — The first document that has generally been considered is the 
Resolution of the Fmance Department I hardly thmk it is necessary that I 
should read this paragraph by paragraph The best thmg will be 3 st to go 
through it and let me ask whether any members have comments to make Is 
there anything to be said on paragraphs 1 or 2 * 

1 Mr Neogy — ^Paragraph 1 refers to an epitome which the Auditor 
General has prepared on the basis of the Reports of the Pubhc Accounts Com- 
mittee I at least have not seen a copy of that 

S%') Frederic Gauntlett — That is now in the p ess Mr Neogy It was com- 
pleted during the course of the cold weather and the final proofs have been sent 
to the press 

Mr Roy — ^Wi 1 it be given to all the members of the Legislature or 
only to members of this Committee t I have seen a draft copy and thinlr it 
will be very useful May I suggest that it should be given to every mdividual 
member of the Legislative Assembly t 

Mr Burdon — ^I have no objection. Any member of the Assembly who 
chooses to have a copy ■will be supphed ■with one if he ■will apply to me 
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The members of the committee will automatically get a copy each 

2 Maulvi Abdul MahnChaudhuiy — ^Paragraph 2 This paragraph says 
that there is no general telideiicy to overestimate voMd expenditule I do ndt 
think that our remarks m paragraph 7 of the Eeport warrant this conclusion. 
"What we emphasised last year was that there was no deliberate tendency to 
overestimate 

Chairman — That is qmte a justifiable observation, and I agree that it would 
be more accuiate to say that there was no genetal tendency towards deliberate 
over-estunation 

3 Ml Neogy — Paragraph 3 May I know whether the Government’s 
intention is to place these belated demands before the Assembly only if tune 
permits ? Should these not be fitted m somehow ifito the Assembly pro- 
gramme ? 

Mr Burdon — The intention is tins that on every occasion when we get 
the material in the Finance Department we will apply to the Legislative 
Department for a day to be given to us but it is conceivable that the tiegis- 
lative Department may say that there is n'o nffieifil day left' The Finance 
Department will on every occasion apply for a day 

Sir Frederic Gauntlett — If no day could be found foi tliose grants m the 
Assembly, the Public Acc'ouSits Cotiimitiee would plobablv be fdeed \tith a 
large number of excesses over 'grants which thfey itould be ctllcd upon to exj)ress 
an opimon upon and the Committee could then say that a gn at deal of it might 
have been e.voiied if the Government had granted a day for the passing of the 
Buppleiuentaty demands 

Mr Roy — The main function of the Assembly is to pass BiUs and 
vote grants and I thmlc that the Government of InSdia have taken a very casual 
View of the matter m paragraph 3 The Public Accounts Committee would be 
right in makmg a fresh representation to the Governor General in Counc.l and 
sdymg that oppbrtUmties mu&t be found during tke session for the diScUssion 
if all ‘supplementary grants, as the votmg of graUts was the ptimar}’^ function 
o'f the Asseihbly 

Sii Fredenc Gauntlett — I agree that it would be an ermnently proper re- 
mark for the Pubhc Accounts Committee to make, and suggest that tne day 
ahOuld be fixed apart for supplementary derhands orily 

Mr Burton — Ikis is done but the difficulty arises with grants conung in 
late at the last moment 

pS OltUirinan — I agree with ‘the vielv of the Committee that the Finance 
Dapaftmerit must not accept from the Legislative Department a ‘statement 
that time cannot be found for presentmg supplementary demands 

4 Maul<r) Mohamrridd Tdalvub — ^Paragraph 7 I want to kUow if the 
reforriis mauginiated In 'Calcutta and Bombay dS regards Customs receipts 
have been exte’nded to Other pOrts 

Mr. Burdon — The matter is still under consideration as it mvolves a large 
a'rhOunt'Of ekpeUditufe , 'I propose to diBcuss the matter ’at a fairly early date 
with the offiohfbh kpOoitil duty 
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As regards tlie other outstanding items referred to m tins paragraph one 
was to have defined the position of the Financial Adviser^ hlihtary Finance, in 
matters relatmg to mihtary finance, /^nother was the question of the communi- 
cation to Audit through the Finance Department of orders of admmistrative 
departments, so that Audit nnght know m all cases, where expenditure had 
been sanctioned, that it had been done with the concurrence of the Finance 
Department who would thus, in all cases, perform their special function of 
seemg that expenditure was regularly incurred In regaid to these, orders 
have been issued on each and every pomt 

Mr Roy — ^Does the Fmance Department consider the present system 
of check of receipts to be satisfactory * 

Sir Rredenc Gauntlett — The primary cause of the appointment of Mr 
Rajagopalan to mvestigate the system of accounts and audit was a comment 
made by the Pubhc Accounts Committee two or three years ago to the effect 
that the audit and accountmg arrangements reqmred further scrutiny 

Mr Burdon — The position is that the further scrutiny has not yet been 
finally completed but that it is gomg to be completed as early as possible 

5 Mr Burdon — ^Paragraph 9 A resolution on the matter, which has 
been accepted by the Auditor General and by all Departments of the Govern- 
ment of India and which embodies the prmciples recommended for adoption by 
ihe Pubhc Accounts Committee will be issumg m the next week’s Gazette 

6 Mr Ahdul Matin Ohiudlmry — ^Paragraph 10 May I know under what 
provisions of the Indian Telegraph Act such a concession was granted 

Mr Burdon — ^The only answer I can give is that to the best of my know- 
ledge the power of the Government of India to give the concession has not been 
challenged m audit, though the Auditor General has loiown about the whole 
matter at any rate since the last session of the Public Accounts Committee 

Sir Frederic Gauntlett — ^For years past I have acted upon a pronouncement 
of the Legislative Department many years ago that Government as -Government 
outside statute altogether had an inherent right to waive a Receipt, and that 
pronouncement has been queried in the Legislative Department itself within 
the last two or three years "VSTiether the doubt has ever yet been set at rest, 
I, as Auditor General, have no knowledge Therefore my position as Auditor 
General is very difficult with regard to this question I do not yet know what is 
the legal pronouncement on the question by the Government There are 
apparently two legislative opmions which contradict each other 

Chairman — Axe you confining it to the legal aspect of the matter ^ 

Sir Frederic Gauntlett — 1 might query it as a matter of pohey as well, but 
with regard to the interpretation of the statute, it has always been my practice to 
attach very great weight to the opmion given by the Legislative Department 
and to the opimon of the responsible Legal Advisers of the Government, but I 
have reserved to myself the right as an Auditor to ask the Secretary of State 
to obtam the highest possible legal opmion, that is, the opmion of the Law 
Officers of the Orowii< That is my position at present In the case of legal 
interpretations I am obhged to attach very great weight to the opmion expressed 
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by the Legislative Department hir Juices tells me that he thinks there is a 
pronouncement of the Secretary of State on this pomt The whole question 
requires threshmg out. 

Mr Roy — ^What is the nature of the pronouncement * 

Sir Frederic Gauntlet — I remember the despatch of the Secretary of State. 
The whole question of the right of the Government of India to waive revenue 
raises the question whether the Secretary of State reserves power to himself 
As I said, I remember the despatch of the Secretary of State The question 
which was raised there was whether it could be done by the Government of 
India without reference to the Secretary of State, and he said that m casual 
cases he would allow the Governments m India to exercise their right, but that 
there should be no important change of policy without his sanction It was 
a general question, and the legal question was not raised then 

Mr Roy — The particular question is this Has the Governor General any 
nght to waive any claims ? 

Sir Frederic Ganntlett — I, as Auditor General, would be very glad to see a 
very carefully considered opmion on that pomt 

Mr. SJieivani — ^If any pronouncement has been made on the pomt, may 
we know what it is * 

Sir Fredenc Gauntlett — ^My recollection is that up to a year or two ago the 
view that held the field was that expressed by hlr Macpherson when he was 
Secretary m the Legislative Department He expressed the view that Govern- 
ment as Government had an r^erent nght to waive revenue even though the 
Government raised revenue through the operation of the statute As I said, 
about two or three years ago hir Graham on another file expressed a view 
which seemed to differ from that which had been expressed by Mr Macpherson 
I remember at the tune asking the Legislative Department if they could recon- 
cile the two views, and so far as I know, I have never yet received a reply 

Chairman — The legal pomt is no doubt important, but, smee the pro- 
nouncements which you refer to, a good deal has been done in clearing up the 
prmciples on which the Government carries on its commercial departments , 
it seems to me that tins is a practical point 

Mr Das — The pomt that was very much in my mind last year 
was the question of grant of free railway passes to contractors (The Auditor 
General at tins stage observed that the Committee v ere taking up a lot of 
tune on a comparatively unimportant individual case ) 

Chairman — The Committee made a recommendation which the Govern- 
ment of India has taken note of and has leallv endorsed 

Mr Mill a — ^Mdiat we want to Icnow is whether it is a right claimed by the 
Government of India as an inherent right or it is a right claimed under some 
laws or rules 

Mr Bui don — ^I wiU find out what the position is 

7 Mr Buidon — ^Paragraph 11 The rules have beenpubbshed 

Mr Neogy — ^May we have a copy of those rules ^ 
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Mr Burdon — I agree to circulate"^ these rules to the members of the Com- 
mittee 

Mr Neogy — ^May we have a copy of the Burma rules also ^ 

Sw Frederic Gauntlett — Those rules were framed on account of embezzle- 
ments in the Burma Treasuries 

Mr Burdon — ^When the first embezzlement m the Burma Treasury came 
to their notice, the Government of India wrote to the Government of Burma 
and when there were further embezzlements. His Excellency Sir Charles Innes 
took up the matter very defimtely and the Burma Government made certam 
arrangements in “regard to the tra inin g of officers, in regard to impressing upon 
officers the seriousness of these embezzlements and also in regard to the postmg 
of officers, the selection of officers for Treasury work, and finally m regard to 
the mspection of Treasuries That was all done entirely on account of a 
particular set of cucumstances 

Kumar Ganganand Sinha — What about the disciphnary action by the 
Government of India m such cases ^ 

Mr Bui don — ^Where a local Government is performmg agency functions 
for us, we must leave it to the local Government to decide what should be done 
with regard to their employees through whom they carry out the work for us 
We cannot assume the light to say to a local Government that they shall pumsh 
such and such a Treasury Officer m such and such a way We must assume 
that the local Government will assume a proper standard m these thmgs 
That at any rate is the conclusion which the Government of India have come to 

Maulv Mohammad YaLub — Is there any provision for the trammg of 
officers m other provmces ^ 

Sir Ftedenc Gaimtleit — ^In the Umted Provmces where separation has 
been experimentally efiected, the Treasury Officers now form part of the 
self-contamed cadre of the Provmcial Accounts Service Some of the Deputy 
Collectors who had been Treasury Officers for a long tune were brought into 
the service, but the work is gradually bemg taken over by the newly 
constituted Piovincial Accounts Service so that it becomes a tech- 
mcal body of officers, some of whom are employed as Treasury Officers, 
some as Pay and Accounts Officers, and then they rise to their highest grade 
In other provmces, I thmk certamly every member of the ICS has a period 
of traimng m Treasury , so also I thinlc every member of the PCS has a 
penod of trammg m Treasury 

Maulvi Mohammad YaJcuh — Taking the lesson of Burma embezzlements 
have you issued instructions to take precautionary measures m other provmces ^ 

ilfr Burdon — The circumstances m Burma were altogether exceptional. 

8 Maulvi Mohammad Yalub — Paragraph 12 Were the observations 
made by the Committee transmitted to the officers in charge and were they 
carried out by them 

Ml Bui don — I think this IS a point for the representatives of the Indus- 
tries and Labour Department to answer 
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9 Sir Fredenc Gaunilett — Paragrapli 13 Action has already been taken, 
and automatic arrangements have already been mtroduced by means of some 
specific entry m Audit Registers so that the Auditor shall knoTV at once when a 
sanction ceases to operate 

ilfr Shermm — ^What about other departments ^ 

Mr Bur Aon — Please see the remarks against Appendix A, item 11, of the 
Mihtary Appropriation Accounts showmg to what extent the recommendations 
have been complied with 

10 Maulvi Mohammad YaJvub — ^Paragraph 15 Has the exammation of 
the question of quimne taken place ^ 

Mr Burdon — It is still in progress The production has been diminished 
for the time being The Education, Health and Lands Department will be 
able to give information about this, but I do not think they are likely to give 
anythmg conclusive, because one of the recommendations of the Royal Agri- 
cultural Commission is that the production of cmchona should be 
taken over by the Central Government and that raises very difficult questions 
mdeed Cinchona is not a monopoly Idee opium But if the Government of 
India were to take over the plantations and the factories which are 
now run by Madras and Bengal, the Government of India would 
have to do what the Provmcial Governments arc nov doing for its cidtivation 
and manufacture It is merely a pioneer mdustry which Government has 
undertaken m order to prove that it is comnieicially practicable and also be- 
cause Government requires very large stocks of quinine, but there is no reason 
whatever why any private individual should not start growing cmchona 
In practice, however, it is only the Govenmient which grows it 

Maulvi Mohammad Yakub — ^Yoii won’t prohibit anybody from growing it ^ 

Chairman — No, not at all , Government v ould only be very glad if private 
enterprise took it up 

11 Kumar Ganqanand Sinha — Paragraph 10 I should like to Icnow on 
what Imes would the Auditor General modify the accounts as mentioned m 
this paragiaph 

Sir Frederic Gauntlett — I think I mentioned it to the Committee last year 
Several years ago I spent several months m going through the accounts of every 
province and in cuttmg down the heads to the absolute miminum, but ever 
smeethe Reforms every provmce has insisted on having more and more 
detailed heads, and I am not sure that the Government of India does not 
adopt the same attitude I can cut down as many detailed heads as I like, 
but the numbei of heads must eventually be go\ eriied by what the pro- 
vmces require 

12 Mr Das — Paragraph 17 Inconvemence is caused to members 
by the non-receipt of the various administration and other reports in time 
to understand the appropriation accounts 

Ml Burdoii — These reports are innumerable and it is not everybody 
who wants them We could circulate hsts showmg the administration re- 
ports available and each member of the Committee could mark what he 
requires and send back the list and we could then send the reports required 
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13 Mf Mitfti. — ^Appendix II, item 1 How is it that it is stated m the 
“ Kemarks ” column that “ the separation of the legal umon between th'e' Church' 
of England and the Indian Church will not take place till September 1930,” 
while in the previous year’s report it was stated that the Act had been passed 
in 1928 

Sir Fredeuc Gduntlett — J^^^at Happened was that the measure was phssfed" 
ih' Eiiglahd' but niost of the provisions ha'd effect ftoin serae ddte which' wa^ 
called the date of severance and it was left to the Government to ffx the date* 
of severance within a period of two years from a specific date This date 
given here — September 1930 — ^I presume, iS the date fixed by the Government 
of India 

14 Mr Neogy — Item Ho 4, ibid Whdt are thd recommendations of the 
Auditor General ^ 

Sir Frederic Ganntlett ■ — ^My recbmmendatiohs are that we should mttOduce 
a scheme of audit on the company hues which is practically the same as the 
scheme of audit wluch has been worked out for apphcation on the State hnes 
after separation My view is that there is no reason whatever why I should 
not apply exactly the same form of audit to company hues as we do to State 
lines and the whole of my recommendations are basdd oh that’ fundamental 
principle He'gardmg the scheme of audit; on Stale lines We have the recom- 
mendations of Sn Arthur Hiclonsbn I'hese have been slightly modififed 
by myself and I might say, m almost every direetionl I Have applied a shghtly 
smaller audit than Sir Aithur Diclonson had lecommended and after 
very careful* consideration, I have worked oht what I regard as' an adequate 
Scheme of audit on railways under present conditions The c'onditions on 
compan}’’ lines are certainly not better than on the State hnes and therefore 
the same scheme of audit should apply to company hnes That is the 
fundamental principle of aU my recommendations The recommendations 
are merely to obtam the estabhshment which I deem to be necessary to 
^ve effect io that general view 

Kumar Ganqanand Sinha — Have the Duectors of the compames accepted 
that « 

Sir Frederic Qauntlelt — ^I doubt whether it is necessary to consult them 
It IS the Emance Department which is now considering these proposals 

Mr Neogy — ^lilay I know what stage hits' been reached m the co'nsidfefa- 
tion of this question ^ 

Mr Burdon — ^It has reached the Financial Secietary I have not yet 
had time to take it up, it is an exceedmgly Heavy file It involves 5 or 6 lakhs 
a year and I want to go through the thmg very carefully Moreover ■^Ke 
Fmancial Commissioner was ill and was in hospital' and he has jiist come out. 
It was my intention to talk over the matteW With him before I camb to U' 
final conclusion 

Sir Frederic Gauvileit — I thmk they have accepted the prmciple I am 
not quite certam how far tliey have accepted the estabhshment which I deem 
to be necessary to give effect to the prmciple. 
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Mr Burdon —-1 think that the whole matter will be dealt with before the 
end of October 

16 Mr Burdon — ItemNo 20, I think very much the same considera* 
tions apply here as I have mentioned on an earher occasion I do think 
it is very desirable indeed that they ought to have some local ofB.ce domg 
accounting and internal check and the present proposition is that an ofBce of 
the old type should be set up — a local oflBce in the Andamans to assist the 
Chief Commissioner and it would be imder the A G C R 

Sir Frederic Gauntktt — ^My idea is that Mr Srinivasa Rao who has gone 
out m connection ivith worlang out a scheme for Shan States should go out 
to the Andamans 

Mr Burdon —I will certainly agree to that 

Jloy — What will be the expenditure mvolved ? 

Mr Bui don — cannot tell you that ofQiand It wiU not be a very large 

item 

Sir Frederic Gauntlett — ^Both the Home and the Finance Departments have 
accepted the prmciple and it is only the workmg out of the details that remains. 

16 Mr Burdon — Item Ho 23, ibid The reply of the Secretary of State 
IS this, “ I have considered m Council your despatch on the subject of secret 
service expenditure and I approve of your proposals ” 

(Mr Burdon read out important portions of the proposals and said that 
as the Secretary of State’s reply was only received last month detailed rules 
have not yet been framed The Committee satisfied itself by ehcitmg from 
Mr Burdon that it was only very high ofiicials that certified the expenditure ) 

17 Ml Burdon — Item No 25, ibid That has been agreed to and does 
not require any comment 

18 Mr Burdon — Item No 27, ibid The permanent Budget Officer has 
got these papers under consideration He has not been able to go on with 
them as fast as he wanted to 

Chairman — ^I have also got a great many pomts to settle in connection with 
the Provincial Loans Fund 

19 Mr Burdon — Item No 39, ibid A complete reprint of the C S R 
has smee been issued I should hke to explam to the Committee that amend- 
ments to the C S R are now published m the Gazette m the form of reso- 
lutions because the rules are statutory rules and correction shps are then issued 
by the press to the subscribers who are on the hst of subscribers to the C S R 

20 Mr Bui don — Item No 40, ibid The information asked for by the 
A G C R was furmshed to him on the 25th June 1929 

21 Mr Burdon — Item No 1, Appendix III This matter has been con- 
sidered by the Government of India, I think m Coimcil, and the de fini te conclu- 
sion arrived at was that it is impracticable to withdraw from the exis tin g m- 
cumbents any privileges allowed by the existmg rules You cannot take away 
the vested rights of existmg meumbents Further, the decision was that no 
step should be taken towards the alteration of the leave rules of the AU-India 
Services It was considered that this was a matter which should be taken up 
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later on when it was Imown what was to happen to the All-India Services It 
was also stated that the Finance Department should he at hberty to devise 
special leave terms to govern the men recnuted m future for the Governor 
General m Council’s services As a result of this order of the Government, the 
Fmance Department formulated certam proposals which were considered ap- 
propriate to the case of pubhc servants servmg m their own country 'as it was 
considered that future entrants into the services mentioned would probably be 
all mostly entirely individuals of Asiatic domicile These proposals were dis- 
cussed at the Conference of Fmancial Representatives of the Provmces held m 
November 1928 and it was decided m the conference that the Government of 
India should initiate action m the matter by referring officially to the various 
Local Governments their proposals on the subject The Local Governments 
were addressed on the 28th January 1929 and so far we have received repbes 
from the Governments of Bombay, Bihar and Orissa, the Central Provmces 
and Burma The position which the Government of India took was that they 
really must act in concert m this matter with the Local Governments as the 
Local Governments and the Government of India in respect of these services 
are competmg m the same field for smtable candidates It is a question of 
cutting down the leave rules very considerably mdeed and it can only be done 
for future entrants and we are trymg to arrive at a solution simultaneously wath 
the provmcial Governments m regard to provmcial employees 

Mr Roy — ^You do not know what the conditions of seivice are in the 
provmces If you have a complete mmisterial form of Government in the 
Punjab, for mstance, they wiU decide the question of recruitment, lea^'m rules 
and pensions and the Government of India wull have no habihty It wdl be a 
waste of time now^ to deal with this 

Mr Bur don — ^At any rate we have formulated certam principles whose 
basis IS tor get leave terms approjiriate to the case of pubhc servants servmg m 
their own country What it really boils down to is this, an annual holiday of 
a month with hberty to accumulate, but with certam provision for sick leave 
m addition That is the real basis of the whole matter 

Mr Roy — All the provmces may not be of the same view as to the 
conditions of service I am surprised that you were able to get the provmcial 
Fmance Members to agree to an mitiative by the Government of India 

Mr Burdon — The Local Governments have commumcated that they are 
ready to follow on the same hues as we do 

Maulm Mohammad Yakub — ^W^ould it not be useful to have umform rules 
for aU the provmces ^ 

Str Frederic Gauntlett — ^Nobody can force uniformity upon Local Govern- 
ments I do know from my own piactical experience the very great 
trouble that is caused, for mstance, because each provmce has framed its 
ovm travelhng allowance rules and a man travelhng from one provmce 
to another finds it almost impossible to know what the travelling allowances 
are m each provmce These thing s are very troublesome At first Local 
Governments were so proud of obtammg some httle power that they showed 
their power at once by makmg rules without regard to uniformity I am sure- 
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tLattlie Local Gk)vemments will find m many directions tliat nmforfiiity is 
desirable They all desireto gO oS on tliSix own at first but I hope they 
OOfiie bafik to uniformity at tbe end 

22 Mr Burdon — Item No 2, ibtd A memorandum bas been circulated 
to tbe members of tbe Committee and it will be found m Appendix VI It was 
issued witb tbe concurrence of tbe Auditor General m India 

23 Svr Frederic Gauntlett — Itedi No 3, ibid I have raised tbe question m 
my comments tbis feax whether m tbe bgbt of tbe Secretary of State’s latest 
orders on tbe sub] ect the reserve serves any usefnl purpose at aU In fact, there 
bas to be a supplementary grant wherever tbe money is spent unless money 
can be found by reapptopriatioh within that grant 

Mr Roy — ^He does not like tbe idea of tbe Fund ^ 

Mr Bui don — ^It requires an amendment of tbe Act Tbe Secretary of 
State bas raised no objection but merely says that it requires an amendment of 
tbe Act Tbe Act will have to be amended m respect of many matters 

Sir Fredeiic Gauntlett — ^All that I suggest is that tbe law bemg what it iS 
at present, tbe reserve serves no purpose 

Mr Burdon — ^In regard to tbe point which tbe Auditor General bas raised, 
we propose to send him a reply very soon I do think, as a matter of fact, that 
there is something m our previous practice which requires to be corrected I 
should like to consult tbe Auditor General about it and I will do so depart- 
mentally 

24 Sii Fied&nc Gauntlett — Item No 4, ibid The position with regard to 
this item IS this In tbe bgbt of tbe various comments which were made at tbe 
Conference, I have addressed every Accountant General and asked bun to con- 
sult tbe Local Government with regard to tbe rules as a whole and tbe specific 
Comments of tbe Conference and to obtam tbe views of tbe Local Government 
and of tbe Accountants-General on tbe detailed proposals Tbe rules were 
accepted m prmciple but comments were made on some of tbe rules which re- 
quire more detailed consideration 

Chairman — ^At any rate that is proceedmg as far as it can ^ 

Sir Frederic Gauntlett — Yes, tbe initiation of tbe rules bas already been 
fi.one 

25 Mr Bui don. — Item No 5, ibid This bas already been dealt with 
See remarks on paragraph 7 of Eesolution No D -1407-A , dated tbe 7th 
May 1929 

26 Mr Burdon — Item No 6, ibid This is a matter of some importance 
At any rate, it is part of a rather larger matter which is of some im- 
portance m which I have been very much interested You know that for many,- 
many years, on tbe Army side, there bas been a provision m tbe preamble to tbe 
Boyal warrant of pay which gives authority for tbe stoppage of pay and allow- 
ances’ to secure recovery of any pubbc claim, debt or disallowance On tbe 
Civil side, apparently, we have not got anytbmg of tbe kind, and steps ar-e now 
bemg taken towards that end. It has not led to any great practical difficully 
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in the past, but it is desirable that there should be a similar provision on the 
Chvil side as there has been on the Army side for years, and I am trying to bring 
the matter to a head as soon as possible 

27 Sn Frcdenc Gauntlclt — Item No 7, ibid This has been settled. 

28. Mr Burdon — ^Item No 8, ibid The Secretary of State has deferTred 
consideration. 

29 Mr. Burdon — Item No 9, ibid. A draft Bill is under consideration. 

30 ilfr. Burdon — Item No 10, ibid This has been postponed 

31 Mr Burdon — Item No 11, i hid. This has been referred to the Statu- 
tory Commission 

32 Chairman — Item No 12, ibid — ^The Industries and Labour Depart- 
ment deal ivith this 

33 Mr Burdon — Item No 13, ibid This has been postponed 

34 Sir Brcdenc Gaunih’t — Item No 14, ibid This question was taken 
up at the Conference of Accountants General and discussed in considerable 
detail and the general vieu at the Conference was that the earlier closing of the 
accounts, which is one of the mam objects we have m view, could only really be 
attained if for some adjustments at least we had a conventional year instead 
of the financial year That question is bemg further considered It mvolves 
of course very drastic changes in our scheme of accounts and mil certamly have 
to go to the Secretary of State A minor question whether annual adjustments 
could be spread over a year by quarterly or other instalments malung the final 
adjustments at the end of the year is under consideration I am not quite sure 
at wliat stage it is now 

Mr Jules — ^\Ve have got quite a number of these questions I think 
the whole is now merged in the consideration of the general question The 
conventional year would make the great majonty of these unnecessary 

Sir Frederic Gauntleii — ^'Phe only real purpose of that of course is to give 
the controlling officers a rather clearer idea of their expenditure from time 
to time But if, in fact, the ccntrolling officers keep a clear statement of 
liabilities a’ld Imow what items Jiavc to be adjusted annually, they ought to 
be able to form then estimates just as carefully as the Accounting Depart- 
ment Wo do not regard that as a matter of gieat importance 

Chairman — Tins is a veiy technical question I should have a lot to 
say before you start choosing tlic conventional year I do not think we need 
discuss it to-day 

Sir Frederic Gauntlclt — I only wanted to say that the question is under 
very active consideration 

35 Chairman — Item No 15 ibid This has been dealt with already, 
see Appendix V. 

36 3Ir Burdon — ^Item No 16, ibid The Industries and Laboiu Depait- 
ment will have to take that 

37 Mr. Burdon — Item No 17, ibid That is in suspense 
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38 Mr Burdon — Item No 18, ihd This is also under consideration 

39 Mr Burdon — ^Item No 19, ^6^d This is a Statutory Commission 
question 

40 Mr Burdon — ^Item No 20, %hid This belongs to the Posts and Tele- 
graphs Department 

41 Ghmrman —That fimshes Appendices I to III which deal with the 
recommendations and the observations made by the Pubhc Accounts Com- 
mittee m the past What is the next thmg that is usual to take ^ 

Sir Frederic Gauntleit — ^Annexure I is Pailways , Annexure II is also 
Railways, Appendix IV is a general statement which is always appended to 
this Report 

42 Chairman — That is prmted for the information of the Committee. 
We shall require a special day for the discussion of Appendix V Has this 
been provided for ? 

Sir Fiedenc Gauntlett — This could convemently be taken up with the 
Pmance Department on the mornmg of the 24th 

Chairman — I suppose that will be the day Shall we want aU those days 
for the Railways ? 

Sir Fiedenc Gauntlett — ^Yes, Sir It is the most difficult report of the 

year 

43 Chairman — ^Is Appendix VI to be discussed 

Sir Frederic Gauntlett — There is no other time at which it could come m 
convemently except now 

Chairman — ^W ould the Committee like to discuss Appendix VI now ^ 

Kumar Ganganand Sinha — I was supplied with the papers only this 
mommg I would like to have a little more tunc 

Chan man — I qmte agree with you I do not know when we can fit 
it in I do not Icnow whether we shall have tune to discuss ordinary matters 
flus those two important Appendices, V and VI 

Sir Frederic Gauntlett — If we get through the Railways before the after- 
noon of Friday, we might take these Appenffices immediately after Railways. 
We can make an effort to do it then 

Chan man — We have got Saturday afternoon fiee on the 17th We 
might keep that open for any emergency meetmg, if it smts the Committee. 
I would rather not because we have got a pretty stiff week, and by the tune 
Saturday is reached at the end of this week, I shall have a lot of arrears to 
deal with in my office I thmk it would be helpful if on Appendix V — on the 
question of the method of discussion by the Legislatme — ^we could have com- 
ments from members m advance That will help to clear aU our ideas and 
keep the discussion possibly down to two or three pomts 

Ml Neogy — ^You mean any specific suggestions as to the procedure and 
not a general comment on the memorandum itself ^ 
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Chairman — I tlimk it will be a good tbmg if we can get in advance specifie 
suggestions on Appendix V We migbt ask the same about Appendix VI, 
which IS not so important We shall then Icnow whether we shall have suffi- 
cient time We might send out mvitations and ask for suggestions 

Ml Burdon — We might ask them to send m, after consultation, sugges- 
tions m regard to the matters dealt with m Appendix V and also to say whether 
they accept Appendix VI which has been drafted in consultation with the 
Auffitor General 

3Ir Roy — ^Axe you satisfied with these rules, Sir Frederic ^ 

Sir Frederic Gauntletl — ^They are practically based on my suggestions 

Mr Roy — ^Then why are you wmrrymg us about it It is highly 
technical 

Sir Fredei ic Gauntletl — ^It is for this Committee to enunciate the principles 
and to see that the prmciples are given adequate effect to 

Mr Roy — But the prmciples have been enunciated m the Committee’s 
Report You have earned them out This is a very highly teclimcal matter 
and this is the first time that we are gomg to have any rules Why not we 
pass it ^ 

Chairman — ^Hcar, hear 

Sir Frederic Gaunflett — ^My advice is that you read through first and accept 
afterwards 

Mr Roy — ^Mr Neogy agrees with me that there is no use breaking 
our heads on that. 

Sir F edenc GaunUett — ^It has taken me nearly three years’ work to accu- 
mulate all the information to write that very brief memorandum 

Mr Roy — ^And you expect us in three days or three hours or three 
weeks to go through it * 

Sir Fredei ic Gaunileit — I expect you to shoulder your responsibilities 
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Evidence taken at the second meeting of the Public 
Accounts Committee held on Monday, the 12th August 
1928 at 2-30 p.m. 


Present 

(1) Tlie Bfon’ble Sir George Schuster, Chairman 

(2) Mr T A K Shervani "I 

(3) Mr B Das 

(4) Mr S C MiTfeA 

{5) Kiunar Ganganaito SmHA ^ 

(6) Matilvi Abdur Matin Chaudhury f Members . 

(7) iMr. K C Neogy 

(8) Maulvi Mohammad Yakub 

(9) Mr K C Koy ^ 

(10) Sir pREDElHC GauntlEtt, Auditot General 

(11) Tbe HonTile Mr E Burdon, Pmancial Secre- 

tary 

(12) Mr Jagat Prasad, Accountant General, Posts 

and Telegraplis 

(13) Mr T By AN, Secretary, Industries and Labour \ 

Department Were also present. 

(14) Mr d B T Booth, Joint Secretary, Industries 

and Labour Department 

115) Mr M B Coburn, Pinancial Adviser, Posts, 

and Telegraphs 

(16) hlr B Nehru, Deputy Auditor General. 

Mr P G Bogers, Director General, Posts and Telegraphs, 'Witness 

44 Gliamnan — We have before us the Auditor General’s letter and I 
propose to go through that letter, not necessarily m the order m which the sub- 
jects have been dealt vnth there The first paragraph to be dealt with is para- 
graph 3 of that letter, which refers to the general question of how the outstand- 
mg questions of previous reports have been dealt with You wiU find a hst 
in Appendix III of the Accountant General’s report The exammation of that 
list certainly discloses that comparatively very httle action has been taken or 
completed on any of these points I should lilce to give members of the Com- 
mittee a chance of a^kmg any questions arismg out of the pomts raised in 
Appendix III 

Sii Freddie Gauntlett — We should hke a statement from the witness as 
to what is the position on each of the important pomts which are outstandmg 

45 Mr Rogas—l can give some information as to most of them As 
regards No (1), this is still under consideration but the case is practically ready 
The Foreign and Political Department were mvited to accept claims estimated 
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at 2^ lakhs per anmiin, representing losses incurred by tbe Posts and Telegraphs- 
Department on tbe maintenance of facilities, chiefly Postal, wholly or mamly 
for pohtical reasons That department desired to have further particulars of 
the mdividual claims m order that they may be able to consider whether any 
of the services could be eithei teduced oi discontmued As a result of further 
investigations into the claim, a number of niodifications were foimd necessary 
and m’ particular it was found that allowance had not been made for the recent 
mcfeases m the pay of the department’s personnel, m arriving at the losses on 
the mamtenance of these Imes A complete re-examination of each line has 
now been carried out and although one or two minor cases are stiU under cor- 
respondence with the local officials, the revised claim is now found to amount 
approximately to Es 2,85,000 per annum and this claim is bemg furnished to 
the Foreign AM Pohtical Department who will be asked to accept habflity for the 
total amouiit of the annual losses ifl respect of these amounts except to the 
extent to which they may be able to abolish or reduce the services m question 

My Mitra — In last year’s report we find a statement that the consi» 
deflation of the case is well advanced and it will be settled m two or three 
months 

Ml Rogers — ^It is a very comphcated case. We might see it through m 
three m'onths 

Mr Coburn — If a hne is mamtamed solely for pohtical purposes we claim 
that the Pohtical Department should pay for it 

Mr Neogy — ^What happens if a hne is not mamly constructed for that 
purpose ^ 

Mfl Gobiim — They will give a guarantee We make them bear the 
actual loss That prmciple has already been accepted , there is a definite 
order of the Government of India 

Mr Das — ^Have all those accounts been settled ^ This case has been 
outstandmg now for some time 

Mr Coburn — There may be one or two other cases but the amount m- 
volved IS very small It is mainly the Foreign and Pohtical Department 
which IS concerned 

46 Clmiman — Can you tell us anything about item 2 ^ 

Mr Ryan — This relates to a question which has been subject to discussion 
I think from the tune the Railways started The impression has prevailed 
for some time past that, owmg to the general mcrease of the cost of materials 
and staff, the Posts and Telegraphs aiC entitled to considerably larger pa 3 anents 
than'what they get from Railways and canals We undertook the re-examma- 
tion of the charges recovered and it was finally found necessary to put an officei 
on special duty towards the end of last year He produced a very complete 
report with recommendations I am more responsible than anybody else for 
the consideration of this report and I finally had to absent myself from the 
office in order to obtam sufficient time to formulate mjr own views which are 
subject to acceptance b-y the Fmancial Adviser A very short tune -ago the 
case was referred to the Fmanoial Adviser with my remark and Mr Cobum ibj 
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now examining it He has not yet had time to do much with it but its ex- 
amination IS now well on Defimte proposals have been formulated which 
require a certam amount of mvestigauon and there are certam assumptions 
which have to be threshed out We expect to settle the matter as regards our 
nlpirn against the canals within a short tune As regards the Railways, a con- 
siderable amount of discussion -will be necessary with the Railway Board but 
I t-lnnh we will come to an agreement without undue difficulty I should have 
added that in the prehmmaiy exammation the impression we have formed is 
that we have possibly been overcharging for iron wires and under-charging for 
copper wires 

Maulvi Abdul Matin Ghaudhury — ^Is this case more than three years old * 

Mr Ryan — ^If you could see the mass of correspondence and discussion 
that this case has given rise to, you would understand the reason for three years 

Chairman — The Government of India departments are very hard worked 
at this time Certainly the first item on this list, when the settlement is arrived 
at, will represent the Government paying out of one of its own pockets mto 
another The pomt is an important one but we cannot say that the public 
interest has lost very much by the delay 

Sii Frederic Gaunilelt — The only comment I have made in my letter on these 
pomts is that until these outstanding questions are settled, we cannot defimtely 
and finally say exactly how much profit or loss the department is malcmg 

Kumar Ganganand Sinha — ^How long do you thinlr it will take to settle 
matters ? 

Mr Ryan — The canals and railways questions are mixed up We may 
probably have to distmgmsh m future between the charges of the two depart- 
ments because the circumstances are so different I think we wdl settle the 
canals case withm the next couple of months The railway case depends on 
the attitude of the Railway Board If we present a reasonable claim, as we 
hope to do, I hope that we wiU be able to settle the question soon 

Sti Frederic Gauntlett — ^I suppose the Railway Board is seized of the 
matter 

Mr Ryan — have not presented oxir actual claims to them but they 
know that we mtend to do so 

Chan man — Can you give us any mdication of the amount which is in- 
volved ? 

Ml Cohwn — I think according to Mr Varma’s report we should recover 
something like 6 lakhs horn the railways and 6 lakhs from the canals 

Maulvi Mohammad Yahub — How long has it taken you to formulate 
your plans 

Mr Ryan — have had the file m my room smee December, but it was only 
about 2 weeks ago that I was really worlong at it in anticipation of enquiry by 
this Committee At the present moment, the file is with Mr Coburn, the 
Fmancial Adviser, and further departmental discussion must take place before 

are m a position to present our demand to the Railway Board The case 
•vv^ill have to go to the Secretary of State beiore it is finally settled 
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47. Mr Coburn — Item 3 — As regards the pensionary liabihty, Mr 
Meikle, the Government Actuary, has authorised me to make this statement to 
the Co mmi ttee 

“ I am glad to be able to state that the calculations necessary m order 
to determme the annual charge equal to the axmual pensionary 
habdity m respect of the employees in the Posts and Telegraphs 
Department are now completed They have been based on the 
pay and pension terms of nearly 120,000 men and at a rate of 
mterest of 4^ per cent , this bemg the rate which m consultation 
with Emance Department was adopted durmg the past year m 
other big calculations of a similar nature The result shows that 
the charge should be 9 1/8 per cent of the total salary and leave 
allowances of the pensionable establishment excludmg any special 
pay and allowances which do not count foi pension ” 

I may say that this report has only just come in and has not yet been considered 
by the Department of Industries and Laboui 

Chairman — ^You have got your figure now There is not much more to 
be done, 

Mr Coburn — The pensionary hability under this formula will probably 
not be very different from the 60 lakhs that we pay now It will possibly be 
withm a lakh or so of that figure The Industries and Labour Department 
may not of course accept this result 

jSir Frederic Gaunileti — ^There is one important issue raised, the assump- 
tion that the correct rate of mterest is 4^ per cent 

Chairman — ^That I can unagrne is a thing that may require discussion , 
otherwise that is very easily settled 

Sii Fiederic Gauntleii — ^I might suggest that possibly a round figure of 
10 per cent will be the best thmg in the end. 

Ml Coburn — I should imagme this formula will be adopted for the next 

year 

Chairman — ^This case can be regarded as practically settled. 

48 Chairman— Item 4 — ^Is the branch run on commercial lines 

Mr Coburn — ^Partly on commeicial fines and partly on non-commeroial 
Imes I am talking now of the wireless branch 

Ml Roy — ^What about internal stations m India ^ 

Mr Cobum — They are not strictly commercial Their cost will come 
imder the loss on account of the unremunerative activities of the department 

Mr. Roy — Do you get anything towards the post office for the exist- 
ence of the internal radio installations ^ Do the military make any subven- 
tions or the Home Department ^ Your department is entuely a commercial 
department "V^ffien you take over a non-commercial undertaking, don’t you 
get anythmg m return 

Mr Coburn — ^It is not, strictly speakmg, charged agamst the departmental 
revenues , it is charged against general revenues If the departmtot shows a 

H62C3PBFmD 
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loss equal to the loss on account of these radio activities, it will be regarded as 
paying its way from the point of view of the policy of Government 

Ghavrman — I am not clear ivhat remams to be done to meet the recommen- 
dations of the Public Accounts Committee The separation of the Profit and 
Loss account has been carried out from this year’s account The Kadio has 
been separated from the Telegraphs 

Mr Ryan — It has now been decided in accordance with the recommeuda 
tions of this Committee to have a sepaiate account 

49 3Ir Ryan — Item 5 ■ — The position about that is that the Government 
of India have addressed the Secretary of State urging that the control of the 
Indo-European Telegraph Department should be transferred to India from the 
India OjB&ce We have not yet received the leply, but we propose to expedite 
the matter by sending a reminder We hope that w'c wnll come to a decision 
before long 

Mr Roy — Will that involve the bringing out of all these men including 
the Director ^ 

Mr Ryan — It is a matter of detail for settlement I believe Sir Bhupendra 
Nath Mitra’s view is to merge the existing office in Karachi and the adminis- 
tration of this department if this scheme be approved Tlie lyhole thing will 
be brought under the Director Geiieial, Posts and Tclegiaphs We might still 
want two Directors for the Persian Gulf and Peisian Sections but I doubt 
whether w^e would ivant the Director-m-Chief the Director General, Posts 
and Telegraphs, would control the whole thing 

60 Sir Fiedenc Gauntleti — Item 6 — That is covered by the genera* 
orders that Mr Burdon referred to this morning That Resolution cover' 
this item also 

61 3Ir Oohurn -—Item 7 — I have distributed a memorandmn to the 
members of the Committee on this item (Printed as Aimexure I to the 
Proceedmgs of the Second Meeting ) 

Chairman — Can you tell us briefly how the matter stands ^ 

Sir Fied&ic Gauntlett — The wutnesses will be appearing tomorrow morn- 
mg and the members will have an opportunity of looking into the memorandum 
overnight I suggest therefore that we jiostpone the discussion of this memo- 
randum 

Chairman — That is a useful suggestion Does it meet the geneial approval 
that we should defer the question until tomorrow mormng ^ 

62 Mr Coburn ■ — Item 8 — It is not covered by the memorandum but 
it depends on that, and the Industries and Labour Department have decided 
that they could not come to a decision on that imtil the decision on Item 7 
has been arrived at 

63 Mr Roge)s—Item 9 — Some instructions have been issued on this 
simject but the matter is also under further consideration In the meantime, 
I have issued some instructions to the heads of Circles as to how this matter is 
to be dealt with It is a matter of considerable difficulty to get the work 
done in a satisfactory manner. 
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^ Maulm Moliamtnad YaLuh — ^Have you ascertained that thej are 
following your instructions ^ 

Mr Rogeis — They are following our instructions In one Circle I 
read in the annual report that the Director, Posts and Telegraphs, has been 
able to carry out this matter without any difficulty at all I have called for 
details as to how he has done it Aftei studying those details I hope to issue 
further instructions on the subject Meanwhile, the Postmasters-General 
have been given very de&iite mstructions as to what they are to do They 
can employ the Pubhc Works Department for certam thmgs and also they can 
employ the private agency where they wish so to do , they can get the work 
done either through Divisional Telegraph Engmeers or their Supermtendents 
It IS for them to select by what particular agency they will get this work done 
On the whole the buildings are bemg repaired but tWgs are not proceeding 
as smoothly as we would have wished It is for that reason that I wish to 
study the details further and issue some supplementary mstructions 

Maulm Mohammad, Yakub — ^What is the method of knowmg that the 
instructions are followed or not by the heads of the departments ^ 

Ml Rogeis, — ^You can see the buildmgs — ^whether they are repaired 
or not i 

Mr Roy — Can I assume that whether these instructions are earned out 
or not is fully seen to by the Director General ^ 

Mr Rogers — ^I think I can say so 

Sir Frederic Gauntlett — ^Might I ask whether there is an inspecting officer 
in the headquarters who tours in the various Circles and reports directly to 
you on the state of administration found m the vanous Circles ? 

Mr Rogers — ^We have no special officer for that purpose This year, 
however, the permanent Director General, Mr Sams, arranged that what we 
call the Branch Officers, i e , Deputy Dnectors-General, should tour as soon as 
the Delhi session of the Assembly was over for about three weeks and look 
mto certam definite points of the admimstiation 

Mr Roy — ^Does the Chief Engineer look after the Telegraph buildmgs « 

Mr Rogers — ^No Our buildmgs have hitherto been looked after by the 
Pubhc Works Department The work has now been transferred to the 
Postmasters-General and the Chief Engineer does not come into it at all 

Mr Roy — ^He has no right of inspection ^ 

Mr Rogers, — Certainly he has the right of mspcction and if he found 
the building m \ bad state he will report it to the Duector General and pro- 
bably also to the Postmaster General 

Sir Fiedenc Gauntlett — ^Does he realise that that is one of his respon- 
sibihties ^ 

Mr Rogers — ^I should imagine hat when he is touring he would certamly 
notice the condition of the buildmgs , 
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Hoy —If you say that ho is not responsible for the maintenance 
of the buildings, then uhy should bo look into the inaitcr ■\vliollior they are 
maintained oi not, unless defimto instiuotious ivcrc issued fo him to do so ^ 

il/i Hogos — When an insiiecting oilicor goes on tour, it is one of the 
pomts ihat he looks into 

Maiihn Mohammad Yaluh — But ho has got nothing to do with the 
buildings now ? 

jlfi Hoqas —He would go to the Tclegrii}ih Ofiicc I o inspect the apparatus 
and the jilant 

Ml Boy — As all the post oflico buildings aio purely Government of 
India organisation, uoiild yon not like to have some power of super- 
vision 

Mr Bogcis — The Chief Enginooi h.is no responsibility in the matter 
because we have fixed that lospon&ibility on the Postuiasteis-Goncinl who 
are responsible foi the upkeep of the Iniildingi in tlioir Cncles 

Chairman — ^^Vhy was this change made * 

3Ii Boqos — The pcicentages dcinandcd by the Public Works Depart- 
ment wcic consideiably high and it was thought that, wo could do the work 
^ourselves cheaper It is a step that we hni o vci^ often legrctted 

Sii Ficdcue Gaxmtldl — There is a nnieh w’ldci aspect of the question 
than that Theic was a Public Woiks Ee-orgnnisation Committee which was 
appointed, I think, in 1922, of which Mi Ilairis was the Sccrotaiy They 
suggested ns a geneial pioposition that the oidinaiy maintenance of buildings 
should not be legaided ns one of the jniniaiy functions of the Public Works 
Department Tlic Public Woiks Depaitment ought to be reduced in niimbets 
and retained merely foi the more iinjioitant functions of construction and 
supervision and that mcie ninhitonancc ought to be handed over to a cheaper 
organisation That has been followed to a reitnm oxtent and the question 
w’hethcr it has woikcd satisfnctoiily is still a voiy moot, pioblem all over 
India 

Chairman ■ — I undei stand that some new' arrangement is now being 
devised and that yon expect to have it settled ’ 

Ml Boqeis — Wc aio t.iying to impiovc our anungoments for this year 

Chan man — Will thcie bo a lejiort made for the information of this 
Committee ? 

Mr Boqus ~Xc8, ccitninly, if it is desiied. 

Chamnaii — I take it that this Comnnttcc would like to have a report 
on the w'orkmg of the airangemcnt 

Ml Bogcis — I can say that all the buddings have boon maintained by 
the department theie is a ceitam amount of dilUcultj and my mam object 
IS to prescribe some rules by wdneh the friction would be removed 

Chairman — You do not t.hmk you can devise a satisfactory set of rules 
until you har o had Some chance qf seeing how the piesont rules w ork ? 

Mr Bogers — That is so. 



21 


Mdulm Mohammad Yahuh — ^As the Auditor General has pointed out, 
this IS an aU-India problem 

Sii Fiedeiic Gauntlelt — I was only pomtmg out that if the more general 
question is to be discussed it might be desirable to put that to the Industries 
and Labour Department to whom it primarily belongs The position, I take 
it, with regard to the Posts and Telegraphs Department is that their mam 
difficulties have been with their own men , that was the impression that we 
gamed at the last year’s conference 

Ohaivnan — ^He now thinks he sees a way of makmg an arrangement 
that will get over these difficulties ? 

Mr Rogers — The arrangement has not had areally fair chance of 
working 

Chamnan — J suggest that our recommendation might be that this 
scheme has to be completed as qmckly as possible and that there should be 
prepared for the Public Accounts Committee next year a report on the worlang 
of this arrangement whereby the dejiartment is responsible for the mamte- 
nance of its oum buildings Do you think you would be m a position to make 
a useful report ^ 

Mr Rogers — Yes I think so, if I get the mformation I require I think 
it should be possible 

Chairman — You are gomg to get your new arrangement settled m time 
to give it a fair chance of workmg ? 

Mr Rogeys — hope so it is really a question of supplementing the 
mstructions that we have already issued 

54 Ml Rogers — Item 10 — Considerable difficulty has been experienced 
m the past in framing correct estimates of expenditure, partly owmg to the 
fact that this is a comparatively new liranch of the department’s activities 
Substantial lump sum cuts have been made m this section of the estimates 
for the current financial year and it is hoped that the experience gamed of 
this class of expenditure wiU enable the Duector General to bung the estimates 
and actual expenditure into closer accord m future 

Sir Frederic Gauntlelt — ^Might I ask a question why it should stiU be 
necessary to regard a mattei like that as under consideration i I suggest 
that aU that was necessary was for the Duector General to issue orders to the 
officer who was responsible for the preparation of the budget, notifying the 
details to which closer attention ought to be paid the matter would then 
have been regarded as settled and he could have said that these orders have 
been issued 

Chairman , — ^Why is it that we see 70 per cent of the items shown as 
under consideration or under mvestigation i Camiot you supply us with a 
rather better percentage of action taken i This is a case m pomt 

Mr Rogers — think this should perhaps not have appeared m this list 
at all because action has been taken m the matter 
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Mr Gohuriu — In act action hafe been taken on tins tins bas been duly 
considered we have since ] 927-28 been paying special attention to these 
estimates 

Ml Jtoy — ^You have issued instructions to your budget officers ^ 

Mr Rogers — Yes 

Sir FreeJene Gauntlett — I think tlie only tiouble really was that the 
department never told the Accountant General that this matter had been 
taken up and that orders had been issued 

Ghcm man — ^But who is responsible for preparnig this schedule ’ 

Sir Frederic Gauntlett — ^The Accountant-General but of course all the 
information as to action taken is ascertained from the Director General’s 
office 

Mr Mitja — ^Last year the reason given was a shortage of supervismg 
staff Is that the case still t 

Ghairman — The only comment I have to make is that the remarks made m 
this final column might be prepared a little more fully in future 

55 M) Gobiiin — Item 77— This aiosc out of the case in which the 
Electrical Eiigmcei-in-Gluef had unexpectedly letuiiied about Ks A lakh 
W'orth of expensive appaiatus t,o stock and caused abigsuMiig in the giant 
The object of this leniaik was to bung to the Dncctoi Geueial’s notice the 
necessity foi trying to anticipate such action on his pait We have gone 
into this case and w e hncl that this is cpntc an isolated ca^-e and we arc taking 
steps to see that officeis leport, foi puiposes of the budget, the amount of 
stoies that aic likely to be letuincd duiing the year and give us due notice 
in cases of tlus natui c in future This oo is leally not, uiidei consideiation 
we have taken due note of it 

Gliavman — Mi B Das refeis to Apiicndix VI — diaft lules apphcable to 
all departments as legaids stoics ? 

Sii Fredenc Gauntlett — ^Yes, but they dealm only a veiy general form 
With the question of detailed store accounting in fact every important 
depaitment has detailed rules for stores accounting and it is gcncially under- 
stood that when these model rules are distributed, every important depart- 
men' which IS mateiially affected should consider its oivn lules and see 
whether those rules depart from the model rules and if so what justification 
there is for it 

GJiaiiman — The model rules aie intended to be a universal giude ? 

Sii Frederic Gauntlett — ^Yes. 

Ml Bwdon — ^May I draw your attention to paragraph 10 of the memo 
randum as regards this matter ^ (Reads out the paragraph ) 

Ghaiiman — Where the existing rules are defective these rules rvill 
supply a moded, 

Sii Fiedenc Gauntlett — ^Most of the departments have rules which aie 
very much more detailed than these model rules, 
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66 Ml Ryan ■ — Item 12 — Tins tas been referred to tbe Director-in- 
Chief in the India Office 

Chairman — It really hangs together with item 5 ? 

Mr Ryan — Yes 

57 Mr Cobio n — Item 13 — The Department has prepared a list of beads 
which they think could be absorbed into other heads, based on the experience 
of the last three years accounts, and it is proposed, unless the Accountant 
General sees any objection, to elumnate those heads from the accounts for 
next year 

Chairman — So that everythmg that you have to do under this lecommend- 
ation will be done before the next year’s budget ? 

Mr Coburn — Yes 

Enhancement of rents duefiom canal administi ations 

58 Mr Das — Item 14 — ^Last year, the Committee recommended that 
the question of enhancing the lents due from canals should be settled without 
any avoidable delay ? 

Chairman — ^We have had a defimte statement that the matter as 
between the Canals and the Posts and Telegraphs departments is hlcely to He 
settled soon 

Ml Ryan — Yes, we hope so ]\Ir Coburn is somewhat doubtful about 
some of the assumptions made in hir Varma’s Report which I was inclmed 
to accept , we have not yet come to an agreement on the point 

Chairman — The whole thing has got to be threshed out as between 
you and the railways 

Sii Frederic Gauntlett — ^I think one point there is that the settlement of 
the question as between Canals and Posts and Telegraphs is in one department 
of the Government of India and not in two 

Mr Ryan — ^Yes, that should certainly help us m dealing with the canal 

case 

59. Mr Coburn — Item 15 — This case has only recently come to my 
notice, but I have discussed it with the Accountant General and we shall take 
steps to see that proper provision is made for these items in the next year’s esti- 
mates 

Sir Frederic Gauntlett — ^I think that raises a question why it has only just 
come to notice because it is really mentioned in paragraph 44 of the Report of 
last year’s committee ; the report has been circulated to all the departments of 
the Government of India 

Chairman — Have you got anythmg to say to that ^ I think it has taken 
a long tune to consider this very simple matter 

Mr Coburn — I do not know what the history of the case is 

Sir Frederic Gauntlett — ^It does not appear m the mam report as one of the 
definite recommendations of the Commit! ee ; but it does come in the detailed 
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proceedings , of course, it laises the general <iuestion whethei the departments 
are supposed to be seized of the proceedings as well as of the mam Report 

Ml Coburn —There is certainly no difficulty in the way of domg this , it is 
only a question of foreseemg the necessity 

Maulm Mohammad YalMh—ls anybody in your office responsible for 
going through the Report 

Mr Coburn —I have not got an office , it is leally the Duector General’s 
office that consideis this report and then it is sent to me 

Mu Rogers — ^Yes . I am imable to explain how this has been overlooked 

Chairman —I thinlc it should be possible to attach lo the Report for every 
year a summary of the points concerning each particulai department 

Sii Frederic Gauntlelt —An endeavour is done to do that m section 4. of tlie 
mam report which starts on page 17—“ Comments on matters relating to parti- 
cular Departments aiising out of the present Report, etc ” 

Mr Neogg — ^Is that at all leferred to in the examination of witnesses ’ 

Sir Fiede^ie Gaimtlell — I foiget exactly how it aiose, but the point must 
have been ineiitioned I think if. is cleaily proved by the fact that it appeals 
in the piocecdmgs which were closely sciutmised and edited night by mght 
both by the Chauman and by myself 

Chaiiman — There is no question about the inoceedings being correct 
The pomt is whether the actual report should in some way oi other pick out 
eveiy pomt which is referied to in the proceeclmgs , it apparently does not at 
present , minor points are left out and it would be easy to include them 

60 3Ir Roy — ^Aftei reading this Appendix III, one is led to beheve 
that sufficient piessure has not been exercised by yoiu depaitment in 
getting thees outstandmg juatters settled by the Industries and Labour Depart- 
ment Am I wrong ^ 

3Ir Ryan — ^I think there is some mismiderstandmg of the position as 
between the Industries and Labour Department and the Director General of 
Posts and Telegraphs There is no secretariat branch of the Industries and 
Labour Department deahng mth the Posts and Telegraph work , that work is 
supposed to be done by the Director General and his staff themselves , it is true 
there is a Jomt Secietary who deals to some extent with such matters, but 
there is no one to supervise the work of the Director General who is himself 
responsible for domg whatever is necessary Ihe Fmance Department exer- 
cises a ceitam amount of control through the Fmancial Adviser and the 
Pmancial Adviser also assists the Director General, but there is nobody ‘ sittmg 
on top ’ so to speak 

Mr Roy — The Jomt Secretary acts merely as a medium between the 
Director General ftnd the Honourable Member ^ 

Mr Ryan That is really the case. Perhaps the Jomt Secretary 
occasionally lays himself open to the charge of mterfermg. 
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Ml Roy — Tkere is therefore no justification for the assumption that 
pressure is not brought to bear ^ 

Ml. Ryan — do not think so 

Sn Fiedenc Gauntlett — ^In othei words, the only medium of pressiue is 
the Member him elf ^ 

ilfj Ryan — If you mean outside pressure of course the Financial 
A.d\Tser is always piessmg, but really th Director General is very largely in 
the position of a .Secretai}- 

Glmmian — In fact they are probably expected to work without pressure ^ 

Mr Roqpi ■> — ^And geneially do, I hope. Sir 

G1 Chan man — That finishes that appendix, and we can now proceed with 
the othei clauses and paiagraphs of the Auditor General’s letter Paragraph 4 
has been dealt vith and we now come to paragraph 7 with reference to pages 9 
to 14 of the Appropriation Accounts Sub-paiagiaph {a), I thmle raises the 
general question of the pro^-pects as judged by the results of the year under 
ic\ lew and the paiticular question of the need for some acciaate^estnnate of 
the futuic annual incieasc m normal administrative expendituroMue to im- 
provements m terms of service or automatic incieases of pay andjmereases m 
pension chaiges That will probably occupy the rest of oiii time this after- 
noon I think the Committee would like to have some general statement deal- 
ing with the financial results of the Department and to know whether the De- 
partment will be able to provide some sort of estimate of future annual mcreases 
Loolong at it from the point of view of piovidmg an answer to that, is the un- 
avoidable annual mcreaso in expenditure on staff, which includes pay and pen- 
sions, gomg to be such as to ofi-set or jierhaps more than ofi-set the normal 
growth in revenue which may be expected m the increasing econormc develop- 
ment of the country That is an important question upon which I thmk 
we should like to have some fight thrown 

iJfi Rogers — Incieases in the rates of pay which are dealt with m this 
report were to some ey+ent exceptional The pay of the whole Department 
has been raised withm che last two or thiee years and that piocess is not likely 
to be repeated for some time It is now considered that the pay of almost all 
ranks, m fact I might say of all ranks m the Department, has now been raised 
to a suitable level and there will be no need to revise it on this very extensive 
scale agam for some time 

Chairman — That is piobably the case But when you altei conditions 
of pay you may not only raise the actual rate of pay for the year but you may 
accelerate the rate of mcrease m pay and that is the pomt to which I was refer- 
rmg 

Sir Fiedeiic Gauntlett — ^IMost of the previous rates and practically all the 
new rates of pay were on the time scale and that provides for an automatic 
mcrease 

Mr Coburn — 1 think it will be possible to give some information to the 
Committee but it will have to be worked out. 
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62 Mr Neogy —In tow many years is the maximum effect of these re^^- 
sions hkely to be felt ^ 

Chairman— That is a very big question— when you will reach your peak 
year You can arrive at the peak year on the present staff but all the time 
you are openmg new branches and that is a new factor 

Mr Das — ^If every new post office is treated on a commeicial basis, the 
increase of staff does not matter because the revenue will increase coirespond- 
mgly 

Chairman —You think Mr Neogy’s question can be answered by talnug the 
present staff and assuming that the new branches will pay for themselves 
That IS qmte a good pomt But the question which I had put and which is 
really referred to m the Auditor General’s letter amounts to this What are 
the commercial prospects of the Department having regard to the present 
conditions of pay * 

Mr Coburn — That question is rather involved with the revenue pros- 
pects of the Department which are extremely difficult to assess 


Chairman — There are many ways in which you can make a rough estimate 
as to mcrease m revenue, by the way in which revenue has risen in past years, 
for instance But that is the second part of the picture , what we really expect 
from the Department is the first half of the picture on the expenditure side I 
thought I understood from you that some sort of review of the commercial re- 
sults for the year under review had been prejiaied 
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Mr Coburn — There are profit and loss accoimts for every year smee 1926- 


Chairman — thought you had told me that you had ready for the Com- 
mittee some appreciation of the general position 

Mr Coburn — There is a general statement that the Diiector General is to 
read out showmg the difficulty he has experienced m dealmg with this particular 
year’s accounts That relates merely to the accounts for 1927-28, and it does 
not forecast developments m the future 

Mr Rogers — ^If the post office section generally makes a prcfit we make a 
loss on our telegraphs, and this year we have also made a loss on our telephones 
But the loss on telegraphs seems to be very considerably influenced by the 
question of the Depreciation Fund and by several other considerations It is 
very difficult to make an estimate of what the commercial prospects of 
the Department are until we have those points settled For mstance, the 
telegraph people mamtam that the loss of 29 lakhs which is shown agamst 
^em is not correct, that is, if they did not pay so much mto the depreciation 


63 Ml Das — ^You have mcreased your capital very much on the radio 
and telephone side , is the loss due to that ? 

Mr Rogeis — ^Yes, to some extent 

+1, ^Bnt apart from the telegraph and telephone, it is clear 
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Mf Rogeu — I do not tlunk that follows 

Ml Mitia — ^Because it is clear that the expenditure will go on 
Kindly refer to page 6 There you will find that expenditure is gradually 
increasing and if it goes up even half as much next year, the post ofiB.ce will 
have a deficit 

M) Cobum — I may point out that in this yeai 1927-28 there are two or 
three very abnormal items of expenditure, a loss for mstance of somethmg 
like 14 lakhs on stores, the value of which was written down 

65 Mr MxVta — ^Then is it not due to normal increases m salaries on the 
time scale ^ 

Mx Cohw n — ^Not wholly A number of abnormal factors have contri- 
buted to this adverse result 

66 Mx Mxtxa — Can we take it that the normal increase m salaries is 
made up by the normal increase in revenue ^ 

Mx Gobxxxn — ^^Ve hope so 

67 Sv Fxcdoic Gauntlelt — ^AVhat is bemg suggested is that a real endea- 
vour should be made to obtain an estimate of the inevitable increase due to 
pay and pensions year by year And m preparing a general foi ecast of the 
whole financial position you would be entitled to bring into a note like that 
lefeiences to youi suggestions foi the revision of rates of depreciation and 
the possible or probable results of youi negotiations with the other Depart- 
ments of Government As I say in my next note, untd you have settled these 
questions it is very difficult to present an accurate financial picture At the 
same time I thmk this Committee might well ask that a real endeavour should 
be made to do it 

ilf ; Cobux )i — I think there should be no difficulty in givmg such a picture 
foi the next two or three years, but the ultimate effect of these scales is very 
difiBcult to estimate 

OJiaxxxnaxi — ^^Vell, can we take it that the question will be mvestigated 
and efforts made to make such an estimate 

Six Fxedexic Gauxitlett — The Department would imderstand of course that 
it IS unnecessary to have an accurate estimate down to annas and pies Any- 
thing Avithin half a lakh or a lakh would be sufficient for our purpose. 

68 Ghaixxnaxi — Quite sufiBcient Then we wiU leave that pomt with 
that promise of a report, and turn to paragraphs 13 and 14 of the Auditor 
General’s letter Has the Director General any remarks to make about that ^ 

Mr Rogexs — I have no remarks to make about the delay m settlement 
of the disciplmary action I have not been able to get the details 

Six Fxedexic Gauxitlett — ^hly Accountant General has a note here that the 
first report made by his Deputy to the Postmaster General in question is 
dated 25th Apiil 1928, that is, nearly sixteen months ago 

Mx Rogeis — ^No doubt the court proceedings took some tune But 
although I have been trying I have not got the detads. I think I can get them 
to-morrow. 
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t 69 Kumur Gangawnd Sinha — ^With regard to the general question of 
defalcations, it is stated in many cases that a certain portion of the amount 
would be recovered from the culprit What we would like to know is whether 
that amount has actually been recovered at the' time we meet, because it 
inight happen that later on the amount is found to be irrecoverable ^ 

Ohatmian —We cannot on this Committee go mto every question of 
default 

( Mr Goburn —I thmh that whenever that is mentioned it is always pre- 
luously ascertamed whether the amount has been recovered 

; Str Fredmc GamUett — I think the Committee can assume that, if the 
j^ccountant General states that a fine has been inflicted on a man and there 
iS no mention that it is irrecoverable, it has been recovered It woidd be 
part of his normal duly to pomt out that the Department had not obtamed 
the money 

Mr Rogers — ^He generally says so 

70 Sir Frederic Gauntlett — ^With legard to Mr Kogers’ statement that 
he IS not prepared with the answer to this question, I should say that it is 
generally understood that the witnesses aie open to question on anything m 
the accounts and particularly with reference to any matter to which I call 
special attention m my letter 

Mr Rogers — Tlie Deputy Director General who deals with these cases 
18 unfortunately m Delhi I expected that he would be back yesterday but 
he has not returned and m his absence I am unable to get hold of the file and 
find out how the case stands or what cause of the delay is I attempted to 
get mto touch with him on the telephone this mornmg but was not able to do 
so 

f I ' 

) Sir Frederic Gawntlett — ^My letter is dated 24th June 

j Mr Rogers — This prmted book was in my hand only on Friday last 

, 71 ilfr. Roy — ^We know that disciplinary action is a matter entnely for 

the admimstration All we want to know is is there any_ delay m inflicting 
disciphnary pumshment ^ 

^ Ml Rogers — ^Not ordmarily It is inflicted as soon as possible in most 
cases After responsibihty has been fixed all the circumstances have to be 
taken into consideration I have done my best to' find out the facts of the 
delay m this case, but for the reasons I have given I have not been able to 
give the Committee the information today 

I 72 Chairman — ^You stated that you were not able to start makmg m- 
quines till last Friday I think matters of this kmd. demand rather earher 
attention 

j 

, Mr. Rogers — When the letter is received in my ofiflee every paragraph is 
distributed to the branch and section concerned to be dealt with and when all 
these various paragraphs have been dealt with they are put together in the 
form of this mter-leaved book and that is placed before me as soon as they 
cwi get it rea4y, ^ 

r 
( 

t 
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Mr Coburn — I tlunk tlie D G ’s remark m regard to not seeing this case 
till last Friday has given rise to some misapprehension Most of these cases 
are dealt vith on separate files, most of v/hioh have been referred to the D G 
and on which he has passed orders He really intended to convey that this 
mter-leaved copy of the report on which action has been taken was not seen by 
hun until last Friday 

CMirman — am simply impressed by the fact that the letter written 
by the Auditor General on the 24th June, which was recevied by your De- 
partment at the begmmng of July, calls attention to pomts with which witnesses 
are not able to deal on the 12th August It seems that whatever has happened 
m between those dates indicates rather defective machinery I think more 
respect is due to this Committee than this result indicates 

Maulvi Mohammad Yahub — Especially when probably you knew that 
the Committee would sit in August Notice of that was given some time in 
May though no date was fixed 

ilfr Eoy — May I mention that Mr Rogers has been m hospital a very 
longtime and he only recently came out 

Mr Rogers. — It is not a question of want of respect to the Comnuttee 
or any question of not having paid due attention to the Auditor General’s 
letter But this particular case I certainly do not remember to have seen 
until a couple of days ago, and since then I have been endeavouring to get 
in touch with the officer who can give me the necessary information It is 
extiemely unfortunate and I very much regret it 

73 Mr Das — ^With reference to the third paragraph, page 24, with 
legard to the check ng of signatures of depositors m savmgs banks, is the 
particular case referred to an isolated case of the check not bemg applied ^ 

Mr Rogers — There is no way of exeicising contiol over the check which 
IS supposed to be made by the ledger clerk of the head office between the 
signatures on the warrant of payment or the apphcations for witlidrawal and 
the specimen s gnatures m the head office The only way m which that can 
be controlled is when t comes to 1 ght in a case of this kmd The rule is that 
the ledgei clerk should do it, and if he fails to do it the risk is his , that is to 
say, n the event of a fraud occdrr ng he is hable to make good the whole or 
part of the loss 

74 Mr Das — Are the pass-books not checked when entries are made of 
interest ^ 

Mr Rogers — It is very difficult to get hold of pass-books 

Mr Das — This was a Court of Wards account 

75' Chairman — ^Has the attention of every one been called to this parti- 
cular case and have mstructions been issued for makmg this check ? You 
have no means of Icnowmg that these checks are bemg employed Here is a 
case which shows that the necessary check has not been applied 

Sii Frederic Gauntlett — My Accountant Gene al states that the failure to 
compare specimens is found to be the comparatively common cause of embezzle- 
ments It IS referred to again m another paragraph elsewhere It is not 
merely an isolated instance. 
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Chahman —It does seem to me to be a case for some geneiahnstnictions 
to be issued 

Mr Rogeis—Mi^t I say that tbe percentage of Saving Bank frauds as 
compared with the total number of accounts is represented by 00012 

76 Mt Roy — Have yon any definite rules against the prevention of thi‘» 
class of frauds 

Mt Rogeis — There is a definite iide in the Post and Telegiaph Manual 
enjoining on the cleiks concerned to compare the ^ignatuies with the specimens 
m the signatuie book, and those who omit to do so are punished and are liable 
to have the whole or pait of the loss recovered from them 

M') Roy — Then you do not agiee vnth the Chaiiman that special in- 
structions are necessary ^ 

Mr Rogers — I certainly agree with him , but I only wanted to pomt out 
that the number of Savings Bank Bauds is compaiatively small 

Ml Neogy — ^How does it compare with the previous figure ^ 

to Rogets — 1 do not think it is different to any other year 

Sir Fiederic Gainitlett • — I think the pomt arising out of tins particular case 
IS this, that theie is no defect in the existing system It was simply due to 
the error on the part of the cleik mainly and as Jlr Bogers says, if a man fails 
to do his duty he lenders himself hable to pmushmcnt The Committee can 
ask whether that penalty has yet been imposed upon the clerk concerned I 
call attention to it because we aie told that the question of disciplinary action 
13 still under correspondence 

Glmi mai} — I thinlc that we have sufiiciently covered this pomt, and what 
I think we may ask Mr Bogers to do is when he is able to get into touch with 
the Deputy Ducctoi General to let us have a Note explaining exactly the posi- 
tion 

77 Sii Frederic Gauntlett — On the 13th January 1928 the Head of the 
Circle sent m a recommendation to the Director General, but no final orders 
have been passed yet , that is nearly 19 months 

Mr Rogers — The reason for the delay in completing the departmental 
investigation is bemg exammed The delay m issumg final orders by the 
Director General on the recommendation of the Post Master General is due to 
lack of information on certain points, the collection of which took some time 
Sometimes it does take a veiy long time to collect the mformation They have 
to go from me to the Post Master General, and fiom him it goes down to the 
Inspector who has to make the mquiries when he can find time from his other 
mquiries and mspection woik This case, I admit, has taken a very long tune, 
and I am mqmrmg as to the causes why it should have taken so long 

78 Maulvi Mohammcid Yeikuh — Can the Committee recommend anj'’- 
thing defimte to avoid such delays m futme * 

Chairman I am afraid that until we arrive at the Millenmum there will 
be such cases of delay which cannot be avoided 
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79 Mr Mitra — So far as we understand the position, the delay is due to 
the procedure that is now adopted Can we not recommend any amendment m 
the procedure ^ 

Mr Rogers — ^Might I pomt out that my office was sufEermg fiom very 
great disadvantages durmg the last two or three years The first is the move 
from Calcutta to Delhi which disoigamsed the office very seriously Some- 
thmg hke a lakh of records had to be sent up from Calcutta to Delhi The 
second is that last year or the year before last the office was completely re- 
orgamsed imder the orders of the Hon ble Sir B N Mitra and it has not yet 
settled down or barely settled down, and durmg the 12 months to which this 
Report relates there were a lot of arrears in almost every branch These 
I am glad to say, have been practically wiped ofi, and I hope that the delays 
of tins kmd will not occur m future 

80 Chairman — Paragraph 18- A — ^Are there any special points to which 
it IS desired to call attention 

Sir F ! edei ic Gauntlett — have suggested that the mam heads which seem to 
require explanation are sub-heads (/) (3) which deal with stock values, (f) (6), (j) 
(1) and (2) and (j) (2) {n) Then a further pomt which arises in this A supple- 
mentary grant was obtained in March 1928 for Rs 20,11,000 

Mr Rogers — I have a Note on this subject which is rather long (Copies 
of the Note prmted as Annexure II to the proceedmgs of the meetmg, were 
then circulated to Members of the Committee ) 
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Evidence taken at the third meeting of the 
Public Accounts Committee held on Thurs- 
day, the 13th August 1929, at 11 a m 


Present * 


(1) The Hou’ble Sir George Schuster, 

(2) htr T A K Shervani 

(3) Mr B Das 

(4) Mr S C Mitra 

(5) Kumar Ganganand Sinha 

(6) Maulvi Abdul Matin Chaudhury 

(7) hir K 0 Neogy 

(8) Maulvi Mohammad Yakub 

(9) Mr K 0 Koy 

(10) Lt -Col H A J Gidney 


Glmirrmn 


Metnbas 


(11) Sir Krederig Gauntlett, Auditor General 

(12) The Hon’ble Mr E Burdon, Fmancial Secre- 
tary 

(13) Mr Jagat Prasad, Accountant General, Posts 
and Telegraphs 

(14) hlr T Ryan, Secretary, I & L Department 
(16) Ml J R T Booth, Joint Secretary, I & L 


vWere also presents 


Department 

(16) Mr M R Coburn, Financial Advisei, Posts and 
Telegraphs 

(17) Mr B Nehru, Deputy Auditor General 


Mr P G Rogers, Director General, Posts and Telegraphs, Witness 

Chapman — ^Y^e have had the advantage of seeing the two memoran- 
da prepared by the Posts and Telegraphs Department since w e met last and the 
general memorandum deahng with the difficulties of budgeting which throws 
a good deal of hght on the position and might perhaps afiect our general atti- 
tude towards the questions which members might like to put AYe have also 
got an mterestmg memorandum on the position as regards dejireciation allow- 
ances which shows some of the difficulties m arrivmg at an early settlement of 
this question I should like to Icnow ivhether there aie any particular 
questions winch any member ivoiild now like to ask havmg read this memo 
randum 

81 Sit Fredei ic Gauntlett — I should hke to make one or twm general com- 
ments if I may at this stage The first point to be remembered is that it is in- 
correct m principle to compare the contribution m any one year with the amount 
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actually spent on renewals and replacements in that year becaase the contri- 
bution is intended to meet renewals and replacements at the end of their efiective 
life 

Chan man — I think we all appreciate that 

Sit Frederic Gauntlett — I was ]ust mentiomng it for the information of 
those members who are not engmeers or speciahsts 

Ml Das — I whole-heartedly support that 

82 Sir Fiedenc Gauntlett — The second point is that I deprecate the 
suggestion m the note to make any change in the estimated life merely with 
regard to new acciuals If the changes are to be made, whatever the difficulties, 
I suggest they should be made in regard to existing assets as well as new assets 
If, m fact, the correct life of a copper ivire is 50 per cent m excess of what it is 
now estimated to be that is the position and the results should be applied to the 
existing assets as well as the new assets 

Chan man — I understand one ground of the suggestion is that incertam 
cases it IS very difficult to know exactly what the date of bnth of the particular 
asset IS If you have got evidence as to its life, well and good, but if you do not 
know exactly when the old asset started its life, then it would be dangerous 
to make a change 

83 Sii Fiedenc Gauntlett — If in fact they do not know when their assets 
started to exist how can they compare the figures of actual life with those of the 
estimated life t 

Chairman — They might know m certain cases In certam telegraph 
' Imes, they might have detailed information about it and m others they may 
not 


84 Sii Fiedenc Gauntlett — Is the ignorance of the exact facts apphcable 
to 25 per cent of the assets or 75 per cent of the assets ^ 

Chairman — I am not a witness 

85 Sii Fiedenc Gauntlett — The question is relevant m considermg whe- 
ther we should accept that view or not Are there not two questions that we 
are discussmg now ^ One is the rate at which we are fixing depreciation and the 
other is the exact date at which the assets came mto existence so as to deter- 
mine when your payments to the depreciation fund should cease m respect of 
the particular asset I am not sure how the ignorance of the exact date at which 
an asset came into existence would afiect the question as to the probable 
life of the asset on which the depreciation rate must be based if, in fact, it is 
correct, that the present assumed life m many case's is too small Surely you 
itre entitled to change your rate of depreciation based on that assumption ^ 

Ml Cobuni — ^As these assets had already paid up the full contribution, 
the suggestion was that we need not disturb the depreciation fund in respect of 
those assets 

86 Chairman — There is one observation of a very general nature which I 
should like to make now I thinlc we aviU all agree that we cannot at this 

> ■'neetmg go into a discussion of details as regards the life of copper wires and all 
B;62CPBFinD 8 
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the rest of it Takmg quite a general vievr of the position it seems to me that 
the Posts and Telegraphs Department have got to be content for some time to 
come with a rough and ready basis So far as I recollect from my conversation 
with the Financial Adviser — am not quite sure whether I am correct, you 
must correct me if I am wrong — ‘So far as I understand the position, the whole of 
the undertakmg was taken over at its depreciated value, that is to say, at the 
current value of the day Therefore we are working with an undertakmg valued 
at a certam figure, whereas, if it were replaced and the original price of the 
assets were put in, the capital of the posts and telegraphs undertakmg would be 
very much highei than the figures which stand on the books The result of that is 
this In order to test the commercial results of the posts and telegraphs depart- 
ment we are of course charging the capital with mterest but the capital on which 
they are paying interest is very much smaller than what it would be if the whole 
undertafang had been commercialised from the very beginning Therefore^ 
as each important asset is replaced and it is entered in the capital account at its 
original price, the total capital of the undertaking is going up and the amount of 
interest that you will have to pay is also going up and that means they are get- 
tmg gradually to a worsenmg position and we can take it generally that the 
amount of mterest that is being paid now is much too low If we find that in 
certam cases the depreciation allowance has been calculated at rather too high 
a figure, that is much more than offset by the deficiency in the mterest that 
they pay We are workmg on a rough and ready basis and we shall get into an 
unfair position if we go into details as regards rates of depreciation You 
ought to welcome the fact if you find that you are proiuding a little bit too high 
a rate of depreciation on certain assets because there is a very big margin to 
make up as regards interest pajunents As pomted out the other day, theic is 
the fact that with these new rates of pay and new and more favourable tune 
scale allowances we may have an automatic increase in the cost of staff vhich 
will more than offset the normal groivth of revenue W e have also got to take 
mto account what I have been referring to, the automatic growth of interest 
charges ivhich is inevitable So that you have got to accept the fact that you 
are w’’orking on a rough and ready basis at present and if w'o attempt to adjust 
a particular item because we find that the allowance is a little too high we 
should be making a mistake 

Sii F'icdenc Gauntlett — I qmte accept that view 

Cliaiiman — ^All that we can do at present is to say, let it be laid dowm that 
all these things be very carefully watched 

87 Si') Fiedenc Gauntlett — I thinlc theie w^as a rough attempt made to 
estimate the time by which the excessive payments to capital on account of 
renewals and replacements will cease w^hen the scheme was drawm up, but I 
should like to consult Mi Badenoch about that He was the nffie.e who w’as 
mainly responsible for workmg out the details on my side 

88 Chairman — thinlc if that view is generally accepted, the Committee 
might content itself with recording an obseivation that these matters must be 
carefully watched and that it should be glad to have each year a review of the 
position 
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Sir Fredenc Gawxtleit — Do you suggest that the revision of the estimated 
life should be held over for a further tune durmg which a more accurate attempt 
should be made to estimate the hfe ^ 

Chairman — ^Yes, that is my suggestion and I think if this Committee could 
have put before it a careful report every year with a statement from the Auditor 
General that m all the circumstances he thinks rough and ready justice is bemg 
done, I myself think that ought to be sufficient I think that what we want 
to do on this Committee is to msist that the matter is really bemg carefully 
followed up and that the Auditor' General, who is the mdependent critic, has 
satisfied hims elf that as far as he can tell at present nothmg substantially un- 
commercial IS bemg done 

89 Sii Fiederic Gauntlett — We would accept m prmciple the idea that if 
the department is able to prove that the present estimated life m any particular 
mstance is decisively excessive it would be entitled, other thmgs being equal, to 
modify the rate of depreciation based on the previous estimated life which has 
proved to be incorrect 

Ghaii man — I should think this is only justified if you are satisfied that, 
lookin g at the picture as a whole, there is an excess allowance 

Sir Fredenc Gauntlett — ^Yes I qmte agree that the vhole thmg wants 
careful study and that this Committee is not the place to study such details 

90 Chairman — What I want to emphasise is this I do not tluiffi you 
can consider any mdividual item I think you have got to look at the picture 
as a ivhole and before you make a change m respect of depreciation allowance 
on any particular item I think you ought to relate that to the position as a whole 
My view is — and no doubt it is qmte a superficial one — ^lE you combine the 
mterest charge and the depreciation allowance which has been piovided, the 
burden put upon the posts and telegraphs department service is less than uhat 
the normal average burden will be when all the depreciated assets that hai e been 
taken over are replaced 

Sir Fredenc Gauntlett — The fact remams that at the moment uhen the 
department became a commercial department the value of the assets handed 
over were estimated at a particular figure and unless one could say that that 
estimate is ivrong, one could hardly say that the department is bemg treated 
with imdue leniency 

91 Ml Roy — Has there been any proper survey of the assets of the posts 
and telegraphs department ^ 

Ml Coburn — There was a complete survey at the time of the reconstitu- 
tion of the accoimts The block account was mtroduced after long mvestigation 
and enumeration of the assets There has been no complete survey smce then 

Ml Roy — An account and audit survey ^ 

Ml Coburn — ^No An engmeermg officer was placed on special duty to 
deal with the matter 
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Mr Roy — ^And the Auditor Geneial was satisfied with it 2 

Sv Fiedenc Gauntlett —Yes The officei was on it for two yeais, I believe 

Ml Cohuin — Probably more 

92 Maulvi Abdul Mahn Chaudlmnj — In view of the facts brought out in 
this memorandum I think there is reason for revision in legaid to iron wure^ 
copper wore and posts 

Ml Gobuin — ^May I draw attention to paragraph 7 

93 Chat') man — Can you answer me on a quite elementary question as to 
the basis on which j’ou are working the depreciation fund ? Are you provid- 
ing or IS it calculated to provide, w'hen replacmg the asset at the end of its life, 
for its original cost or its depieciated cost when 3 ''ou took it over ^ 

Ml Cobwn — As to assets which came mto existence smee the 1st April 
1925, lor the origmal cost, and m the case of an asset that was m existence 
before the l&t April 1925, the depreciated value 

S4 Oliairman — ^That lemforces w’hat I say Now your depieciation fund 
is only calculated to leplace at the end of the life the depreciated value of the 
asset w hen you took that over Supposmg you took over a Ime of telegraph 
wore which had originally cost say £10,000 and which when it was made was 
estimated as ha\ing a life of say 25 yeais and had gone thiough 20 years of that 
life To put it very crudely, these aie the exact figures it had run 20 years 
out of the 25 years and it origmallj' cost £10,000 and you would say four-fifth of 
its life had gone and when you took it over it was valued at i2, 000 In the re- 
maining five years you set aside £400 a year It goes on for five years, we will 
say, and after those five 5 ’-ears you are not charging the revenue wuth any 
amount in respect of depreciation Then suddenly you have to find £10,000 and 
the mterest charge goes up from £100 a yeai to £500 a year and your deprecia- 
tion allowance bemg 4 per cent of the £10,000 goes up from nothmg to £400 
and so on So you are suddenly faced with a complete change in your w^orkmg 
position, and if in the mterval — I am only deahng wuth a small figure and that 
has to be multiplied several times — if in the mtei val as a lesult of the fact that 
you are having to set aside nothing for depreciation and pay a very small 
mterest charge you would have said “ we aie malong very good profit and we 
can reduce our rates ”, then suddenly you meet wuth an enormous mcrease and 
find that all yom reductions are being based on a miscalculation I find my- 
self in this situation, it has caused me ever smee I heard about it a great deal 
of anxiety because ive are faced with the popular demand for reduction of rates 
and they can justifiably base their demand on the results which they see of 
earlier accounts and they do not reahse that we were for four or five years m a 
period of fictitious prosperity If it was a commercial concern you would find 
its shares bemg boosted up suddenly and then co min g to a very difficult 
position when its assets had to be replaced 

95 Mo Das — ^May I take you to last year’s proceedmgs at page 16, 
Volume II, where Su Trederic Gauntlett said 

“ I thmk the Committee might recommend whether there are alternative 
methods of checkmg these rates of depreciation If you wajt 
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until the plant comes dm^n, it may be a matter of a good many 
years before you arrive at the correct depreciation ■’ 

I said 

‘ I think the Accountant Geneial has formed his ojnnion too hastily 
You camiot come to a conclusion from a yeai or tv o’s wear and tear ” 

Then the Chaiiman said 

‘ I think the point is debatable and that being so my own ojimion is 
that we had better stick to the Auditor Geneiars suggestion which 
IS the best under the circumstances from the point of vieiv of ad- 
vantage to the department ” 

Already the postal department is deiiving a certain amount of benefit 
because they are paying depreciation charges on the depreciated amount of 
the capital So ve ought not to go on suddenly changing the rates but we 
must retam them for some more 5 ’'ear 5 Then what about renewals when 
cyclones, floods, etc happen and the Imes are v ashed away ? 

Chaiiman — I entirel}^ agree with what you saji- so far as yon go and I 
want to go even further I do not say that we can give effect to what I have 
been saying in putting up the rates, but I think one ought to take them mto 
accomit and realise that the posts and telegraphs department is for the leason 
which I have stated m rathei a dangerous position , at least we are m the 
position of nusleading the public as to what are the commercial results 

96 jS?} Fteihnc Gawdleft — There is one question that I want to ask hir 
Coburn I was a little nervous as to what J\li Das reported hlr Coburn to have 
said that the rates of depieciation were now being applied to the depreciated 
value at the time of takmg over 

Ml Cohw/i — No I said the original value 

97 Chav man -~lt is on the origmal value but you are satisfied that if 
there was only 5 years’ life vlien the Ihmg was taken ovei, yon made voui 
provision on the origmal value foi 5 5 'ears and then you stopped That is 
I think an extremely dangerous thing and that is a point that has only been 
brought to lU} notice for the first time in this lepoit and we shall be 
vorkmg vith a larger number of assets for which we aic makmg no provision 
u' all at pieseut 

Sv Fiedenc Gannllett — Quite so 

98 Ml l)os~l have to make one observation on vhat fell from your 
lips, JIi Chairman You said that when renevals are made the capital cost 
goes iiis YTiy should it not be charged to th depreciation fund ^ The 
capital vill then be stationar-^ 

Chav man — The depieciation fund will not be laige enough to meet it 
Let me again explain the position Say you take ovei a telegraph line the 
origmal cost of which is £ 10,000 and its life is estimated at 2 b yeais Y e 
take it over aftei 20 years, that is 20 years had gone when the department 
took it over The depieciated value is theieioic one-fifth of the origmal 
value, or £ 3,000 It has got another five years life to go Therefore the 
allowance foi depreciation is £400 a year I am not talcing into considera- 
tion whether theie is a sinking fund 01 not, I am taking it on a simple basis 
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There is another five years during which depreciation has to be paid at £400 
a year Then 3 ^ou will have £2,000 standing to the credit of the depreciation 
fund representing your provision against the replacement of that telegraph 
line At the end of 26 years you find that the telegraph line is still good and 
does not need to be replaced Therefore the worlong results of the Posts 
and Telegraphs Department are improved by the fact that that allowance of 
£400 a year no longer has to be met At the same tune you are only 
paymg interest on £2,000, so that the total charge m respect of 
that Ime debited to the revenues of the Posts and Telegraphs Depart- 
ment is only £100 a year That goes on for five years Then suddenly 
the Ime has to be leplaced It has to be replaced at the enhanced 
post-war value £10,000 was the original pic-var value It may- 
have to be replaced at a cost of £15,000 Then you suddenly have to provide 
4 per cent depreciation on £15,000 and you ha^ e to provide 5 per eeiit interest 
on £15,000 The charge that the Posts and Telegraphs Department has to 
meet m respect of that telegraph line suddenly goes up from £100 a year to 
£1 350 a year If that happens in the case of a very large iiuinbei of assets 
of the Posts and Telegraphs Department you vould find that the reductions 
in rates which you have agreed to under pressure from the Legislative Assem- 
bly in the past five years v.ould be quite unjustified and you would arrive at 
a most dangerous position 

Sii Fiedenc Gaunileit — I uoiild explain the position in a someuhat 
different form At the date of the talcing over of the department on a com- 
mercial basis theie ought to have been a very large sum in this depreciation 
fund As a matter of fact there was nothing in the fimd at that moment 
One alternative would have been to have borrowed and added to the capital 
of the department It was thought that that uould impose an unfair 
burden on the department as a whole and therefore instead of borrowmg 
at that moment they agreed that it should be borroivcd over a series of years 
as assets came up for replacement 

Ghavtmmx — That is the onl}'^ practical coiuse that could have been 
adopted We ought to realise v hat ve have done Ifuearenou going to have 
12 lakhs provision for the depreciation fund vhich is suddenly gomg to 
disappear next year because the asset has lived out its estimated life and if 
it IS going to happen on a large scale, it is going to create fictitious results 
which we ought not to allov That unll deceive the iniblic 

99 ilfi Neogxj — The Posts and Telegraphs Department was never 
treated as a commercial department Was it quite fan on the part of the 
general revenues to assess interest on the assets which were in the past really 
meant to be a present to the Postal Department ? After having charged that 
interest you expect the department to provide for past depreciation 

S%i F'xeieuG Gaunileit — This question was discussed when the subject 
of commercialisation came up before this Committee three years ago It i^ 
difficult to raise a fundamental question of policj’- now as the matter was 
accepted by the Committee three years ago 

i¥i Ffeogy — When considering the question of mterest, the Chair- 
man expressed the opinion that the interest a\ as rather lenient The interest 
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charged, if it were based on the original value of the assets, vould be much 
more than that is being reaUy paid by the Department This paiticulai 
observation is relevant to the remark of the Chairman 

Ohaiiman — I thinlc your statement of the position as a present which was 
made to the Government is not correct because I take it that the whole under- 
taking was not bmlt up out of revenue but out of borrowed money, out of loan 
funds If you were now to say that the Posts and Telegraphs Department 
IS not liable to meet that interest what you would be doing really would be 
to ask the geneial tax-pay er to make a present to the particulai individual 
who happens to send telegrams 

100 Mr Neogy — Government deliberately chose to treat this depart- 
ment as not a commeicial department but as one designed primarily 
for public convenience and as an educative factor Are we, sitting 
here today, entitled to say “ Well, if the tax-payer in the past chose to 
treat this department difterently, it is no business of ours We must 
charge interest on the assets which they got out of the tax -payer, as a 
result of the deliberate policy which they adopted in the past ” 

Cliaiiman — ^Your hne of argument is perfectly legitimate ^Yhat I have 
been trymg to indicate rather is the danger that might result eventually 

101 Ml Neogy — I do not want this Committee to go back upon the deci 
Sion that has been taken in regard to this matter What I intended to point out 
was that we need not be so strict in applying these prmciples to a depart- 
ment which has been treated as a commercial undertalang and whose history 
does not justify such a strict treatment as that now proposed to be applied 

Chairman — Let me just continue what I was going to say Your line is 
quite a justifiable line but we have to face this position It has been decided 
as a matter of policy to treat the Posts and Telegraphs Department as a com- 
mercial undertakmg and each asset as it disappears wnll have to be replaced by 
an asset y Inch will have to be bought and on which interest will have to be paid 
"What I want to point out to the Committee is this If we go on for the next 
few years treatmg a part at any rate of the value of the assets as a present we 
have got to face the fact that the futuie task of the Posts and Telegraphs Depart- 
ment IS gomg to be more difficult than its present task and if we now reduce 
the rates on the ground that apparently profits are being made we may get mto 
a very great tangle when the present state of thmgs comes to an end I think 
we have to take a survey of the position as a whole If we are going to take 
advantage of all the favourable pomts and igiioie all the unfavourable pomts, 
the pos tion which I consider already dangerous is going to be worse. 

102 Sii Fi ede) ic Ga untlett — There is another point Sir Arthui Dickinson 
has recommended that the rules of allocation as between capital and revenue 
should be altered and that we should levert to the old system and, that is, that 
the only legitimate charge against capital is a charge which represents the 
measure of improvement and not the measure of additional cost 

Chau man — Oiii depreciation fund should therefore provide for the en- 
hanced cost It means that the rates of depreciation must be increased. 
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Sn Fiedenc Gaunilctt would out^^elgh any possible advantage 
gamed from a favourable estimate of life which has aheady been made It i^. a 
most impoitaiit jiomt 

103 Qliaiiman — I thinlc uc uant moie infonnation than \\e have at 
present The whole thing lequiies very careful watching and I would suggest 
that our line of action ought to be that it should be watched and that w e 

should get a report on it from year to year fiom the Auditoi Geneial as to how 

it appears to be workmg 

Sti Fiedene Ganntleli—l made some additions lo the pioceediugs of 
yesterday m connection with the points laised then Tf the proceedings of 
today could mclude the othei jiomts wdiich ha\ e been mentioned, w c might take 
into consideration some of the moie important matteis in preparing the financial 
review 

•1 

Chan man — I would ask the Coninubtee not to lake a liasty decision 

104 ilf) Bas — If w^e have a tabulated statement foi the last ten years 
or 15 years of the renewals and replacements, it will form some guide m future 
years 

Glmiman — We might ask the Auditoi General to considei with the de- 
partment w’hat rnformalion we can get on that question 

Fiedcnc Gaimtieif — We might find out how fai w e can pieparc a state- 
ment of that kind 

105 Manhi Abdul j\[atin Chaudhvv — Our difficulty is this We take the 
position that whatevei funds may he available fiom tins coinmeicin! depart- 
ment should go towards the reduction of latcs but we find that such a huge 
accumulation is being made in the depieciation fund, while tlie department 
rs bemg rirn at a loss Why should not ihc contribution to the depreciation 
fund be reduced to the very miimniim ^ 

Chatiman — My view of the matter is this If you are going to run 
the department on commercial lines, then } ou must run it on sound commercial 
Imes I consider that on the figures and statements w e have got before us, if 
Ave follow the suggestions wdiich are made in this note, w e shall get on to a ery 
unsoimd conmiercial lines 

106 Maidvi Abdul Matin Ohaudhuuf — The expense on repairs and renew- 
als and the contributions that Ave are making seem Amiy drspiopoitionate 

Chaiiman — I do not think A'm liaA’o got before us sufficient lufoiiuation 
now to answer the question whether Ave arc lonlly making a bigger pioA’ision 
than wffiat is requiieci I pointed out A'aiious dangtis in the situation A\hich 
are the necessary consequence of the terms on A\luch the fosts and Telegraphs 
undeitakings are taken ovei hen a suggestion is made that the pioAusion 
for depreciation on certain assets should be cut out altogether I ^a> th.it befoie 
you do that you must consider the general situation 1 see Amri great dangers 
in the general situation Befoie you take any decision, let us examine the 
Avhole situation 

M) Cobwn I may point out that oui pieseiit procedure is m accordance 
Wiiti e'lstmg oidcis 
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Chairman — I piopose tliat we should make a lecommendatioii that those 
orders should be leconsideied and that the whole position should be reviewed 

107 Ml SJiaiain — Will it be sound to take unforeseen dangers into 
accoimt ^ 

Ohmiman — ^We are talang the unavoidable fact that all niateiial things 
in this world have a limited life and we cannot get away from that That is 
the law of nature For the leasons that I have explained, namely that the 
whole undertaknig is standing at about half its capital value and our deprecia- 
tion allowance and inteiest charges are kept low we have got a very big margin 
of dangei m the situation 

108 BIi SJiervani — The figures which are available up till nov.' show that 
the amount of contribution is too disproportionate 

Chairman — -We have reckoned on 26 years It looks as though they aie 
gomg to be 35 years AATien the tmie comes to replace the asset, we shall not 
have in the depreciation fund anything like the sum which we require to re- 
place it We shall only have about 50 pei cent on an average of the amount 
required to replace those assets and oui working results would be much Avorse 
than what they aie nov 

Sir Freddie Gauntlett — ^hlay I also add that it is unscientific and incoiiect 
to compare the contiibution paid into the fund in any one year with the actual 
sums spent on renev als and replacements m that year because the contribution 
this year is meant to c-o'^^ei lenewals and replacements several years ahead 
You are con ect 111 saying that the figures aie dispiojiortionate My answei to 
that IS that it IS not right to place them side by side because they are not com- 
parable 

Chaiiman — You should not get misleading accounts of what your 
annual expenses leally are I think we must take the utmost caie to arrive at 
what IS a fan basis foi setting aside Wc do not v enc to ovei-do it but once v e 
settle that, then we must stick to that and if ve depart fiom that ive shall be 
misleading the public and we shall be landing Government into makuig reduc- 
tions of rates which you will find two years hence you could, not affoi d to make 
My point IS to get our commercial practice abosolutely sound and then if public 
opinion IS strongly in favour of rates being reduced and the Government’s 
financial position affords it then let the rates be reduced 

109 Sii Fiedeiic Gauntlett — Whth legaid to Mr Das’ ^rquest for a 
tabulated statement, if you turn to pages 106 and 107 of the Appropriation 
Accounts you will find there is a tabulated sta,tement there for one year It is 
possible to bring together more statements of that kind I should like to knorv 
whether more than that i« leqmred 

110 Chaiiman — ^I do not think v e can possibly go on discussing technical 
questions of this land in a large Committee like this 1 limk two or three 
members of this Committee might form themseh es into a small sub-commrttee 
to study this matter further 

Ml Das — We have got ample confidence m the Auditor General and 
in the Financial Adviser We need not interfere in the details We are onl}’’ 
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suggesting that further details should be collected so that the Government 
could come to a decision some time in the future 

Chau man — If your suggestion represents the general viev of the Gom- 
mittee, there is notinng more to be said 

Ml Das — That is my personal view 

Chauman • — ^May we take it that that is the general view of the Committee ^ 

Maulm Mohammad Yalub — In a large Committee lilcc this it is diffi- 
cult to go into details and fold out the correct procedure for the future 

3D Roy— That is not the business of tins Committee Our business 
IS to see whether the figures in the Depreciation Fund are correct 

111 Chai')man — The way I put it is this Just as in the case of the 
separation of the Eailway Finance a Committee of the Legislature has been 
appointed to consider the working of the Convention, so tins Committee might 
recommend that in view of the importance of the Post^ and Telegraphs Depart- 
ment and the public intciests at stake in rates, there should lie appointed a small 
Committee of the Legislature to consider the v orking of the commercialised 
Posts and Telegraphs Department, particnlail} having rcg.nd t-o the question 
which has arisen in connection with depreciation I am anmoiis that this 
subject should be discussed and thoroughly gone into I vant to a'loid the 
possibilitj’’ of a public attack being made in the direction of reducing rates 
without Imowing really what the facts are as regards the eaiiiing pouei of the 
Department 

Matilvi Abdul Mahn Ghaudlmuj — The Chairman's suggestion about the 
Committee is quite reasonable 

112 Sit Ftcdeiic Gaimtlelt — I suggest, if the Committee be appointed, 
that it IS desirable that the executive Government should prepare in the first 
place a thorough and careful^ prepared note of the financial position to place 
before the Committee to work on that basis 

113 Ghaitman — The Pubhc Accounts Committee should make a recom- 
mendation that m view of the importance of the subject and the facts which 
have been brought to its notice this mornmg about the working of the Depre- 
ciation allowance, a Committee should be appointed to study the worlnng of 
the commercialised Posts and Telegraphs Department as set down 4 years ago 
It IS an exact parallel to the Railway finances 

Sit Ftedetic Gauntlcit — It was an experimental measure then the methods 
adopted were experimental and one would like to have the worlcing reviewed 

Ghaitman I threw out the suggestion because I felt that we w^ere not 
likely to come to an end of the present discussion Perhaps the Committee 
would allow me to consult the Honourable Member for Industries and Labour 
before actually recording its recommendation I do notthmlc it is qmte faur 
to record a conclusion like that without givmg him a chance of expressmg 
s opinion If he differs, I have no doubt he will come down and meet the 
'-ommittee and explam his reasons 
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114 Chamnan — Pwagraph 18 (a) of the Auditor GeneraVs letter — tlunk 
■we have dealt with it This is a case where a specific vote will he required 
Has any member any remarks to make on this sub-paragraph ’ 

Sii Fiedenc Gauntlett — ^The real question for consideration is why the sup- 
plementary grant of Rs 20,11,000 asked for in March 1928 was so madequate 

Ml Gobui n — The supplementary grant was based on 9 months’ actuals 
We had to work on a certam assumption regardmg the extent to which the 
noncessions referred to m the General Memorandum had already been settled 
up and the result showed that that assumption was an incorrect one Another 
reason for the difference between the actual expenditure and the grant as supple- 
mented was that there was an excess of about Rs 2^ lakhs under Stationery 
and Printing The Auditor General has made some comment on that pomt 
The mam reason however was the insufficiency of our knowledge regarding 
the effect of these numerous concessions that hod been granted to the staff 

Ghanman — The Comrmttee has heard the explanation Is there any 
further comment to make I think myself that w e have had rather a con- 
vmcmg explanation of part.culai difficulties under v^hich the Department is 
labouring m the year in question 

115 Sir Ficdcne Gauvtlett — Po'>ag)aph 19, ibid — shouldlike a definite 
recommendation of the Committee that this suggestion of mine be accepted 

Mr Cobu) n — ^^^e actually did distribute the grant, but m the same sanction 
we mcluded a numbei of le-appropriations That has been the jnactice of the 
Department m the past I am prepared to accept the suggestion 

Chairman — ^Thc Committee accepts that 

116 Sir Frcdei 1C Gauntlett — Paiagiaph 20, ibid — The pomt Sn is whether 
re-appropriatious should not be made durmg the course of the year as necessity 
for them is found oi whether the practice followed b)’’ the Posts and Telegraphs 
Department be accepted The practice is that a list of re-appiopriations is 
kept and a lump statement of re-appropriations made at the end of the year 
I suggest that pioper financial control is better ensured by making re-appropria- 
tions as the need for them is found This lump distribution at the end of the 
year is more in the nature of an eyewash to make the accounts suit the appro- 
priations than to make the appropriations fit the expenditure 

Ml Cobvi n — The position is that the suggestion would involve a lot of 
extra work to a good many people to issue re-appropriation statements w^hen- 
evei any transfer is made As a matter of fact what happens is that the head 
of a circle applies for an additional allotment under a certain head The D G 
know s that there is a sainng under another head and he keeps the register of 
allotments made to various circles But later on other heads of circles might 
leport savings under that head, and if he made a re-appiopiiation when the 
first apphcation came in, he might find it unnecessary for the grant as a whole 
I certamly thmk, however, that we ought to make a rc-appropiiation earlier 
than the 31st March 

Sii Frederic Gauntlett — I might mention Sir, that this is a question 
of general importance, the same qiiction was discussed in the Armj 
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Accounts Committee and peihaps the Committee might lilce to ascertain the 
views of the ^Finance Secietary on the point 

Ghanwan — That^-i^as exactly what I was going to suggest 

i)/? Bxndon — I think the most impoitant ohseivations of llio Mihtaiy 
Accounts Committee occui in the last paiagiaph and what sti iki ^ me as 
a leally impoitant thing is that re-appropiiations should he made as you go 
along If you do not the money is i eiy liable to be spent, il it is nol ithdiaw u 
from the authority which actually holds the money Thcio i-- a ccriain iisk 
of double expenditure I do not think one can dispose of the mattei eiitiicl> 
oft hand Probably a good deal has to be said foi both couist ^ The Aiiditoi 
General h mself probably knows the pios and co/>s bettci Ihaii anybody else 

Sir Frederic Gmmilett ~^o long as thePo^tsand Telcgiaphs Department 
keeps a foimal lecoid of all the appiopriatioii’- which it sanctions intern ilh 
during the course of the year, so that it 1 nows the exact position and cancels 
such as are possible to be cancelled and supplies at tlu' end ot tin \car a state- 
ment of the net re-appropriations which are ultimat ely 'oiind nc( es-^ai } it may 
be all right But if that couise is folloivcd, then the Accounts Depa tment 
cannot help the executive m any ivav w ilh its financial control dm ing the coius(‘ 
of the year by re-appropriations If the le-appropriations .n c not communicat- 
ed to audit, then audit cannot ivatch the exjioncliture ag.unsi the reduced oi 
increased allotments imdei individual heads The whole of the icsponsibilitj 
for that check lests woth the executne Up to the pieseiit it lias been the 
practice of the Accounts Depaitment to help the executn e in tlu i king expen- 
diture against leduced oi increased allotments It is not for ns to sa) whethci 
they should be communicated oi not But if they aie not commnnicaicd 
the help as c has e rendered in the past must be w itlidrais n, because w c 1 as < no 
information 


117 Chairman — IVould it not meet the points if a montlil} mtmn of de- 
tailed le-appropriations sanctioned wotli the autlioiiU of the Depaitment was 
submitted to the Accounts Department ^ 


Sii Fiedeiic Gaimtleit — It is a question entiicly of financial control To 
the extent that the help of the Accounts Depaitment is deemed to be neccs'-ai}’, 
to that extent w e are prepared to accept the letui n and to help m the linancial 
contiol, blit we can gme no assistance beyond the infoimation supplied 

Ml Being mteifcstedpaiticnlail^ m fuuanci a 1 contiol I should be 

very much inclined to sij. that m principle v,c ought to m’ke le-appiopiia- 
tions as you go along 


Sir Fiedenc GaimtlcH —This veiy question aioscm the Bui ma BuUic Ac- 
counts Committee Asdien I w^as theietwo month® ago and riicy^ going to 
change oa ei to this system which is follow cd in the Posts ni (' Telcoi -iplj^ Pe- 
partment I said to them exactly Avhat I liaAm saidiioA. They ta id Dial 
they would piefer to have oui assistance and they would conlimic the 
old practice of sending le-appropriations as they were made 

Chan man —I tlmik the aignments are so strong on the side of yoiu re- 
^ should want a rmry stiong case as legards convenience 
acie against it, because, m principle, we ought never to acquiesce in the 
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idea that expenditure should be incuri ed under one head without making some 
provision as to the “source from which it is to be met 

Sii F ? cdpi IP Gavnilett — understand from what hir Coburn has stated that 
the internal rules are adequate to meet that pomt 

Chmrman — The case might be met by monthly return 

Mr Bunion — We have a more detailed system of expendituie control 
which we arc budding up in the Finance Department I had a note on the 
subject recently from my Under Secretary He has acknowledged that the pre- 
vious system was defective A Department comes up and says “Here is ex- 
penditure which must be incurred and it simply cannot be postponed ” Very 
often that is perfectly true In the past they always said “ We v ill endeavour 
to meet it by re-appropriation and if we are unsuccessful we will come up 
with a supplementary grant at the end of the year ” That foim was accepted 
by the Finance Department for a very long time as being sufficient "What 
actually happened was that nobody ever attempted to make a re-appropria- 
tion at all They hoped that their accountmg officer would report some 
automatic sanng which woidd probably cover the expenditure and if not 
they come up for an additional grant at the end of the year In the 
detailed system of control which we are woilang up now, we have a little 
group of clerks and assistants working with the Undei Secretary and 
whenever any expenditure of that kmd is agreed to, it is made conditional 
upon re-appiopriation Re-appropriation is made and the schedule group 
has definite obligation placed upon it to hunt until a specific re-appropriation 
has been made and communicated to audit That is what we are working 
out to control general civd expenditure 'Whether there is any practical 
inconvenience in domg that in the case of the Posts and Telegraphs or the 
Army Accounts, I am not really qualified to say at the moment, but the 
advantages of our system are quite obvious 

Sir Fredenc Gaimtlett — The comment of the Committee should deal with 
two pomts, (1) the need of re-appropriation for mternal control within the 
Department, and (2) the extent to which the Accounts Department should be 
asked to co-opeiate through the medium of re-appropriations commumcated 
to the Accounts Department 

Glmi man — I suggest that the Committee should afiirm the lecommenda- 
tion of the Auditor General on the first point, that there should always be 
a specific re- appropriation 

118 Ml Coburn — ^^^^lenever an allotment is given to a head of a circle 
or added to or reduced, a copy of the order is always furnished to the 
Accoimts I quite agree that a monthly consohdated re-appropriation as 
suggested would be more satisfactory 

Chan man — If you are domg it already, I do not see why you should 
object to the Committee’s recommendation 

Ml Coburn — I do not object to it 

Chairman — ^We agree as to that The second pomt is givmg information 
to the Accoimts as to what is bemg done We accept those prmciples 
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119 (77mrman— The next paragraph to ^\hlc]^ the Auditoi Gcnoial Ijns 
called special attention is paiagiaph 25, referring to pages SO 1o 83. This is 
really a case of defective budgeting Wo haAC already ex'jiiessed general 
views on the subject and we have got a verv stioiig undertaking alieady from 
the Department to take account of these points 've hai c fnrtlier lieen told 
that the special difficulties have been got over and that this sort of thing 
would not occur again 

Kumar Ganqanand Smha — ^^Ve may accept that undertaking 

120 Chairman — Paiaq}a]}h<; 27 and 2S i6k/ -—These icfer to defective 
financial control The Auditor Gencial lias called attention to tliOvSe cases 

Sir Frederic GaunilcU — There nas a special ofiiccr on duty the vhole 
of that year and for a good part of the pi o\ ions ) eai - in fact ho uas on special 
duty for three years — revising all the codes and manuals . it ^\as known 
perfectly well that these codes would hn^ c to be lopnnted ind that the cost 
would obviously be considerable 

ilf? Itogeis — The necessity for making pioMsion was not o^cllookcd and 
a sum of Rs 80,000 was included ni the revised ostmiate for the purpose 
But the Conti oiler of Printing and Stationer} informed us that the excess 
over the budget giant was due m.nnh to mcie.iscd s(ationcn supplied and 
printing done for the Posts and Telogiaphs Dojiaitment and parth to adjust- 
ments relating to the previous year The piogicss of expenditure during 
the first eleven months of 1927-28 as lecordcd in tins office did not justify 
the provision of additional funds under this head before tlu clo^f of the 
financial year 

ilfr Cobin n —The cost foi ropimtmg manuals w is iiuludod m the rcMsed 
grant of Rs 22,38,000 

121 Sv Fredenc Gainifldl --Docsn i it indicafe some hu k of co-opetation 
betw'cen the Controller of Printing and Stationcn and the Posts and Tele- 
graphs Department ? This position has constanth aiisen befote 

ilfr Koqers — We have very much better contiol and contact with him, 
especially now that he is in Delhi TIiosc accounts refer to two ^ cars ago 
when our contact was not so close 

Chairman — ^Yorr wnll admit that there is an enormous pciccntagc of 
excess under Telegraphs It is double I think w e ha^ c called attention to it 
and W'e have got this undertaking 

Sir Fiedeiic Gaiintlcfl — I think the Committee might emphasise the 
desirability of more co-operation , we arc assured that an attempt will be made 
to get closer co-operation m the future 

122 Kwnai Ganganand Sinha —We might incidentally refer to para- 
graph 26 of the letter wnth regard to the over-stocking of st.imps, etc , winch 
could have been foreseen by the Department 

Svt Fiedeiic Gaimtlett' The pomt referred to by Kumar Ganganand 
Smha does not come under Stationery and Printing It is a dilleient matter 

Chan man — You do not consider that as an important parat’^raph It rs 
really part of the same land of thing 
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ilfj Rogets — The decision that the Central Stock Depot should be 
abohshed was not arrived at till the budget estimates of 1927-28 were framed 

Sir Fredeuc Gauntlett — The Accountant General says that it was arrived, 
at m December 1927 

Ohaii man — I suppose we can accept that explanation 

123 Sii Fredeuc Gannilett — Paragiaph 80, Chapter VI, pages 
112 — IIG of the Report — ^With reference to sub-paragraph {iv) Freight, 
the position briefly is that the whole of the freight charge ought to be distribut- 
ed o\er other items by the operation of a percentage If the percentage is 
qiute accurate there will be nothmg left undistributed In fact, the amount 
undistributed was Rs 1 72,000, which is about 30 per cent of the total 
charges 

Chaiunan — We aie voikmg the new system for the first time but has 
there been any improvement since t 

Mr Coburn — The peicentage is revised every year in consultation with 
the Accountant General 

r 

Sn Fredeuc Gaiintlctf — You accept the comment that it needs revision 
and sav that the revision has been made 

Chairman — You made an eiior last year and next year you think you 
mil make a smallci error? 

Ml Cobin n — ^Yes 

121 Ml Roqeib — Paragiaph 34 of the Andxtoi GeneiaVs lettei — ^We have 
addressed the India Olhce mth regard to all these comments of the Auditor 
Geneial and ha\e drauii the attention of the Director-in-Chief to them 

Chaiunan — It mil strengthen yoin hands if the Pubhc Accounts Com- 
luittce called attention to the fact that they desired further information on 
the subject 

Ml Rogus — Yes 

125 Chairman — Paiagiaph 44 of the Auditor GeneiaVs letter — What is 
the “first canon of financial propriety” mentioned heie ? 

Sii Frederic Gauntlett — It means that Government servants spendmg 
Government money should exercise the same amount of prudence and careful- 
ness as a reasonable private person does wlule spendmg his omi money 

Mr Ryan — This case has already been formally reported to the Public 
Accounts Committee I piesume tlie members have seen the report 

Sir Frederic Gauntlett — Perhaps I imght remark that if I had been con- 
sulted before about this case I should not have raised this point at all 
Briefly put, a new station was bmlt at Luclcnow on a great scale of elaboration 
and what the Posts and Telegraphs Department is now bemg asked to pay is 
the rental lor a room in the new station for its Railway Mail Service It 
seems to me inevitable that the Railway Mail Service should, if possible, be 
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housed m the station and all that the Posts and Telegraphs Department could 
be asked to pay is the rental on the legitimate share of the capital cost of 
buildmg the station 

126 Ml Neogij —Do I take it that the Railway Mail Service is absolutely 
boimd to the chariot wheels of the Railway Station ^ 

Mr Rogers — Wg cannot do our work anywhere else 

M a ulvi Mohammad Yalub —Pxobahly the Postal authonties had 
no hand in the building ? 

Mr Rogos — ^We did protest to the Railway authorities 

128 ilf? Neogg —Is it absolutely impossible for your department to make 
separate aiTangements for housing the Railway Mail Sei\uce ? 

Ml Rogeis — It is essential that the Railnay Mail Service should be on 
the station premises otherwise there is no point m our being theie You 
might ]ust as well put the raihvay booking office half a mile away from 
the station 

129 Ml Neogg — If the Railway Department choose to do things on a 
grand scale as they have done in the case of Lucknow, you are absolutely 
helpless * 

Ml Rogeis — Yes, just as we are absolutely helpless m the case of the 
Imperial Secretariat Post Offices at New Delhi for which we pay vcrr hcavv 
rents — about Rs 800 a month for two small rooms 


Ml Rog — Is it obligatory on you to have the post offices there 

Ml Roge,s — They arc put there for the convenience of the various 
offices 

Ml Rog — Is it sufficiently commercial 

Ah Rogeis — I think an office is required there In the same way in 
the Legislative Assembly building w e have got a post office for which w e liave 
to pay a very high rent After all if you have post offices in expensive build- 
ings vou have to pay a higher rent 

Chairman — The pimciple seems to be rather important and when big 
sums are involved, I thmlc it would be very much worth yoiu wdiile to fight 
for the principle 


130 Ah Rog — What is the English practice ? Do they take rooms in all 
stations for the Railw ay Mail Service ? 

Air Rogeis The system of Railw^ay Mail Ser^^ce m England is very 
different because the journeys are coinjiaratively shoit There is comjiara- 
tively little sortmg done in the trams and all the wmik is done at mght 
The big parcel Expresses which go to Scotland are sunply loaded with bags 
that have already been sorted 


Mr Roy ^Do you have a good deal of sortmg here ? 

T 4 . do most of our sortmg m the Raihvay Mail Service 

it would be uneconomical to waste aU that precious time by merely carrying 

sorted bags which we can do on the way 
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131 Chairman — I think this enormous mcrease m rent indicates that 
the accommodation provided at Lucknow station has been provided on 
an extremely elaborate scale and I doubt if the Government of India can 
afford to mamtam that sort of standard ^ 

Mr Neogy — The general tax-payer should feel satisfied that the Railway 
Mail Service is housed in a fine buildmg which is famous for its architectural 
features perhaps 

Ml Rogers — ^Might I also say that the buildmg for which we were paymg 
Rs 55 a month was totally madequate and we reaUy required a buildmg for 
which we would have had to pay a little more 

132 Mr Roy — ^Axe you satisfied that the rents you are paymg 
for the accommodation you receive are qmte satisfactory and economical * 

Mr Rogers — Ordmarily, yes , we are not overcharged 

133 Ml Neogy — ^All the more important stations are now bemg remo- 
delled and they have gone m for an eloborate scheme of rebuildmg most of these 
stations In that case you are likely to come m for buildmgs like these m 
the future 

Mr Rogeis — ^I think the Lucknow case was lather exceptional Our 
rent is apt to be enhanced a httle but not to any alarming extent 

134: Kumai Ganganand Sinha — ^Would it not be possible to acquire 
ground for your Radway Mail Service ^ 

Ml Rogers — ^^Ve want a room inside the station precmcts We want 
it on the platform because the tram is drawn up at the platform and the mads 
have to be loaded in the tram from the platform 

135 Chairman — ^We might record the suggestion which I suggested 
and ask for a report as to whether any other cases are bkely to occur in the 
future where a sundar enhancement will be made 

Mr Rogeis — ^In future we should probably refer to Government at the 
very outset 

136 Colonel Gidney — Is the rental based on the total cost of the buddmg ^ 
Is it m the same proportion as that of the refreshment room, for instance ^ 

3Ir Rogers — It is based on area 

137 Maulm Abdul Matin Chaudhwy — ^Please refer to page 11 of Appro- 
priation Accounts, Telegraph Branch Will you not consider the possibdity 
of raising the rates of foreign telegrams seemg that the department is bemg 
run at a loss ? 

Mr Rogeis — The rates on foreign messages are mternational The Ime 
runs through several countries There is a termmal charge and a transit 
charge and the whole thing is fixed by an mternational agreement, and also 
from a commeicial point of view in order to attract traffic In fact, we have 
cases m which we have to adjust our rates on foreign telegrams in order to 
attract the traffic 

138 Maulm Abdul Matin Chaudhuiy — But your lowermg of rates has 
not resulted in attracting traffic because you show a loss. 

H620PBFuiD 4 
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Mr Rogers — ^As a matter of fact tlie traffic is increased but the revemio 
has not increased The chief cause of the loss on the Telegraph Branch is 
the very low rates for press traffic 

Mr Roy — ^When were last rates fixed ? 

Mr Rogers — There are so many rates and they are being changed con- 
stantly from time to time There are different rates from Madras to the 
Strait Settlements and to Australia and so on They are all different Imes 
There is no one foreign telegraph rate 

Ghmrman — There must have been a substantial change which pro- 
duced this result ^ 

Mr Rogeis — ^As a matter of fact, it is due to exchange 

Mr Oobitrn — ^This reductitm was due to the change in exchange value 
of the rupee OrigmaUy, the charge to India was based on Is 4.d per 
rupee 

Sir Frederic Gauntlett — ^For some time India has beenprofitmg at the 
expense of foreign countries 

Chairman — Then this loss is due to yous havmg been found out It is 
due to the fact that you were workmg as though the rupee was worth Is 4d. 
when it was really Is 6d 

139 Mr Neogy — ^May I know if the Air hlail is bkely to affect your 
foreign Telegraph Branch ^ 

Mr Rogers — ^I do not thinlc it is very hkely to 

140 Mr Das — I would like to Imow when we are going to reduce the 
foreign post rates Why should we pay 2 annas for a letter to England when 
we can get a letter from there for l^d , and why sliould we pay to foreign 
countries 3 annas If you want to act under an International Agreement 
why should you not act in this case also * 

Mr Rogers — I do not think the finances of the department will allow any 
reduction m the postal rates at present 

Mr Das — You have no International Agreement in the postal rates ^ 

Mr Rogers — If any reduction is made, I imagine, it would be in the 
inland rates rather than foreign rates The maximum lates aic fixed by an 
International Agreement 

141 Colonel Gidney — ^Please refer to page 13, paragraph 18, of 
the Appropriation Accounts May I ask if this loss of 4 lakhs in the Tele- 
phone Department was entuely due to loss on obsolete and unserviceable 
stores, etc , connected with the Telephone Department or was it also due to 
Telegraph Department 

Mr. Coburn — There was a total loss of 13 lalchs With regard to the 
Telegraph stores that were written down in value oi written off, the loss was 
charged to the Telegraph Branch Smnlarly, vuth regard to the telephone 
stores, the loss was charged to the Telephone Branch 

142. Mr Roy» — Is there any idea of raismg the telephone tariffs ^ 

Mr Rogers ^I do not think so It is a purely temporary loss. 
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Mr Roy ~ Certain of your telephone lines compete unduly with the 
Telegraph wires Take, for mstance, the telephone line to Kalka I can 
telephone to Kalka for 8 annas but for a telegram I have to pay 12 annas 

Rogos — do not thinle you can avoid that, unless we reduce the 
telegram to 8 annas which we cannot afiord to do I tlunk the telephone is 
bound to displace the telegraphs for short distances 

Mo Roy — So you are really cutting down the telegraph revenue ^ 

Mr Rogeis — I do not thmlr that anything can be done in the matter. 

Mr Cobuo n — The rates are based on actual cost 

Chairman — I daresay the disparity quoted by hir Koy is rather large, 
I understand that for distances of 5 or 6 mdes the telephone must displace 
the telegram, but when it comes to telephoning to Kalka which is after all 
56 miles, it seems very large 

Sir Freda ic Ganntlett — The difierence is much more striking in the case 
of Delhi 

Mr Rog o s — The telephone rates, I thinlc, were fixed with the idea of 
encomagmg the telephone habit 

Chairman — I thmlr the point raised bj^' Mr Eoy comes to this that m 
view of the mcieasmg competition between telephones and telegraphs the 
Committee suggests that a revision of the relative rates of the two might be 
undertaken with a view to securing the maximum economic result 

Mt Rogers — We shall do that 

Chairman — The disparities to which reference has been made here suggest 
that there is possible room for mcreasmg telephone charges without loss of 
traffic 

Ml Rogers — ^Yes 

143 Mr Das — ^Wxth reference to what Sir Frederic Ganntlett said 
(page 15 of the Report of 1926-27) last year that “ The general position is that 
any general principles that Sir Arthur Dickinson has enunciated with regard 
to the treatment on railways would apply also to Posts and Telegraphps ”, I 
would like to know what the present position is ? 

Si7 Fiedenc Gauntlett — I think the position would be elucidated if you put 
a question to the Fmancial Co mmi ssioner, Railways, when he appears later 
but I think the position is that this question is still under discussion and that 
the Railway Board has not yet come to any decision Perhaps the Chairman 
may be able to say somethmg The question is whether the Government of 
India have yet accepted Sir Arthur Dickinson’s very important proposals with 
regard to the changes m the rates of allocation and which bear on the question 
of depreciation 

Chairman — No , they have not been accepted if we accepted them, they 
would make a very big difference m the apparent commercial results of the 
railways and of course that is now undei discussion by the Special Committee 
which IS considering the separation of railway finances , and as far as I am con 
cemed T want to get the Committee to accept these prmciples we arc going 
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to have a good deal of opposition it means increasing the contributions to the 
depreciation fund vei y substantially, 

Mr Das — If it is accepted for the railways, it will be automatically 
accepted for the Posts and Telegraphs ? 

Ohauynan — It will be very strong precedent, would it not ^ 

144 Mt Das — ^Anothei point, Sir I^Tiile we were discussmg this 
matter of the control of the Indo-European Telegraph Department last year 
the Chairman observed that m theory we had some control over the Directors 
of that Department and Mi Ryan said “ I have not much to say in favour of the 
attitude of the late departmental authorities ” You are now havmg greater 
co-operation from the staS ^ 

Mi Ryan — Yes I do not want to cast any aspeisions on people, who- 
ever they are , but the present staft at Karachi has been, I thinlc, far more 
vigoious and helpful from our pomt of view’^ than some of their predecessors 

145 ilfi Das — ^Do you expect now' that you wall get the necessary 
control over that department ? 

3Ir Ryan — No I would not say that I would say that, having regard 
to the existmg conditions with the control in London, w e are getting all the 
^assistance we can really ask foi and all the information At the same time w'e 
still mamtam that it would be better that the control should be centred m 
India and w'e are still pressing for that but we are not complaining agamst 
any mdmdual 

Mir Neogy — ^Your control over expenditure is rather of a shadowy 
^character, is it not 

Mo Ryan — ^Well, we cannot pretend to control the heads of the depart- 
"ment m London , when we want mformation we alw ays get it The Director 
from Karachi has come up here to help us once or twuce when w'e wanted infor- 
mation 

146 Mr Das — ^But the Secretary of State has given no opimon on 
your despatch 

MIo Ryan — We have sent a despatch and, of course, these tlimgs take a 
long tune probably in view of the discussions yesterday and to-day we shall be 
remindmg him about it by the next mail 
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Evidence taken at the fourth meeting of the Public Accounts 
Committee held on Tuesday, the 13th August 1929, at 
2-30 p.m. 


Present 


(1) The Hon’ble Sir George Schuster. Chairman. 

(2) Mr T A K Shervani 

(3) Jlr B Das 

(4) Mr S C Mitra 

(5) Kumar Gangananu Sinha 

(6) Maulvi Abdul Matin Chaudhury y Members, 

(7) Ml K C Neogy I 

(8) Maulvi Mohammad Yakub 

(9) ]\Ir K 0 Koy ! 

(10) Lieut-Colonel H A J Gidney J 


(11) Sir Frederic Gauntlett, Auditor General 

(12) The Hon’ble Mr E Burdon, Financial Secretary 

(13) Mr. J E C Jukes, Controller of Civil Accounts 

(14) Mr 0 A Travers, Accountant General, Central j 

Eevenues 

(15) Mr A C Badenoch, Director of Commercial Audit 

(16) Mr T K Rajagopalan, Ofidcer on Special Duty, 

Fmance Department 

(17) Mr P M Rau, Audit Officer, Indian Stores Depart- j 

ment 

(18) Mr B InTehru, Deputy Auditor General J 


j Were 
> also 
present 


hir A H Lloyd, Member, Central Board of Revenue Witness 


Item 5 oe Appendix III. 

147 Chaiiman — Can you tell this Committee, Mr Lloyd, anything 
about the intioduction of the system of internal check on Customs Receipts and 
scrutmy of such dues As a matter of fact, we have abeady touched upon 
this pomt in our previous discussions, and we heard Mr Burdon’s statement 
on the question I do not know whethei the Committee wants to hear what 
Mr Llojffi has got to say as a witness duectly responsible for the Customs 
Department or does the Committee think that we have dealt with the subject 
sufficiently * 

Mr Das — We would like to know what Mr Lloyd has to say 

Mr Lloyd — ^I might divide the subject mto two parts, firstly the improve- 
ment of the immediate check upon appraisements at the tune when bills of 
entry covermg the goods are bemg put through, and secondly other checks 
which might be regarded as more closely resembling the character of audit. 
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We have decided to go m for the first of these subjects m the first instance, 
and we have introduced with effect from the 1st of April this year an arrange- 
ment under which a large number of superior officers described as Principal 
Appraisers have been appointed, the object being to ensure that every appraise- 
ment IS scrutimsed by a superior officer at the time immediately after it has 
been made by the officer who conducts the original appraisement ' It has 
been qmte an expensive organisation, and, so far, it has been mtroduced only 
m Bombay and Calcutta, because we want to have the benefit of experience 
of those ports before extending the scheme further As regards the other part 
of the matter, it is, in our opmion, less urgent than the first reform, and it is 
also linlced up closely with the proposals that have been based upon the 
Report which (as, I think, al’ Members have heard), was prepared by a special 
officer on duty m the Fmance Department 

148 Ml Eoy — Then you have complete control over your revenue 
and expenditure ^ 

Mr Lloyd — We have greatly improved our control over revenue This 
only concerns receipts I include a certain class of expendiiiue in receipts, 
namely, refunds, because it is really a part of the process of collection 

Sir Fiedenc Gauntleft — The ordinary expenditure of the Customs Depart- 
ment is audited by the staff of the local Accountant General The special 
staff worlang directly under me deals solely 'ivith receipts and refunds 

149 Mr Roy — ^Have you got sufficient control ovei receipts ? 

Ml Lloyd — Wlien I spoke of what I call the second class of work which is 
of the nature of audit, I did not mean that we had not got any such control 
over receipts We have got a very elaborate system m all Customs Houses 
of check over receipts and refunds , certain proposals have been made for 
further improvmg that check, and for the addition of further statutory audit 
check. 

160 Mr Roy — ^What will be the expenditure involved in the scheme 
that is before the Fmance Department * 

Mr Rajagopahn — The recurring expenditure is estimated to be 
Es 3,40,000 the Accounts orgaiiwation costing Rs 1,93,000 and the Audit 
organization under the Auditor General Rs 1,49,000 Tins mcludes not only 
Customs but Income-tax and everj’thing We have proposed separate Customs 
Offices in certain places, and in other places we have proposed Customs to be 
combined with income-tax, etc 

Mr Roy — ^Will we be right m trying to endorse the scheme in any 
way ? 

Chairman — ^You have heard what the Financial Secretary said about it 
yesterday 

Ml Bwdon — ^I have not studied the case fully, and I am not satisfied 
that it IS necessary to incur this additional expenditure I propose to discuss 
this question with Mr Rajagopalan as soon as I get an opportunity, and 
proposals, I think would very probably be placed before the Standing Finance 
Committee in the cold weather with the prospect of the scheme being mtroduced 
Tom the next financial year, if the Standing Finance Committee approves the 
merits of such a proposal and also, if we are able to find the money The 
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procedure ttiII be I take it, that all new demands of tins land are taken 
together and endeavour is made to fit in the most urgent, but there must be 
an order of priority, and particularly the Finance Department cannot make 
any attempt to set their claims before the claims of all the other admmistrative 
departments of the Government of India 

Ml Roy — e must remember that the revenue at the disposal of the 
Central Board of Revenue roughly comes to 80 crores a year Am I right, 
Mr Lloyd ^ 

Mr Lloyd, — That is the amount for which we are responsible 

Chairman — ^It is not really the question of the amount for which they are 
responsible , but it is a question of what is likely to be the definite eSect on 
revenue by mtroducing measures of this kmd I think Mr Burdon really 
put the case very well However, I do not think we have got sufficient evidence 
before us to say that we must recommend this scheme at all costs 

151 Mr Das — ^You said 3 ust now, Mr Lloyd, that you are gomg to have 
a superior class of Appraisers to apply checks to the work of Appraisers WiU 
it be a different cadre of service or the superior Appraisers will come from 
the old class of Appraisers 

Mr Lloyd — I did not say a superior class of ofidcers, I said a class of 
superior officers These officers are promoted from the ranlcs of Appraisers. 
In Calcutta we had thiee Head Appraisers who were promoted from the ranks 
of Appraisers, and we have now increased the number of these promoted 
Appraisers considerably 

Mr Das — ^Last year when we were discussing this subject one or two 
cases came up which were entirely due to the mistakes of the Appraisers 
So I thmlc I suggested why you should not ask the Assistant Collector of 
Customs to apply the internal check on the work of the Appraisers because 
the Assistant Collectors are regarded as a better class of officers 

Mr Lloyd — ^I consider myself that the best check which could be effec- 
tively made would be by a man who has proved himself by service in the 
Appraismg Department and such a man would be able to detect a great majonfy 
of the mistakes which it would not be possible for a junior Assistant Collector 
to detect We cannot have 8 oi 10 Assistant Collectors for this class of work , 
that would be very expensive 

152 Mr Roy — ^Assuming that Mr Das’s point of view is accepted, it 
wiU only mean a departmental check and not an audit check '2 

Mr Lloyd — Exactly We select our men very carefully and we have long 
experience of their work, and I thmlc they are quite suitable for the purpose 

153 Kvmar Ganganand Sinha — What will be the nature of the work 
of the Prmcipal Appraisers you are appomting ^ 

Mr Lloyd — There are three or four origmal Appraisers under each Prmcipal 
Appraiser who deal vuth biUs of entry and the connected documents The 
bills of entry and other documents are then passed across to the Prmcipal 
Appraiser who apphes his check, which pxocess is much quicker than the 
origmal Appraiser’s scrutmy of the documents, and the Prmcipal Appraiser 
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immediately proceeds to rectify mistakes, if any I may pomt out that 
a check can always be applied more quickly than origmal work, because it will 
not be necessary for the Prmcipal Appraiser to go into meticulous arithmetical 
details which are looked mto by our Accounts Branch 

154 ilfi Roy — ^^Vhat is the difierence between the present system and 
proposed system of audit ^ 

Sti F') edei ic Gaiintlett —The mam difierence betu een the present system 
and the proposed system is that, whereas the present system is applied by one 
officer who tours throughout India, the proposed system amoimts to this, 
that a small nimiber of people would be woikmg directly and permanently 
in some of the most important Customs Houses The result of the change is 
that the officer ivho is permanently located is often able to pick up points in 
which it would still be possible to obtain money for goods winch have been 
undei valued or underassessed The old system renders it absolutely necessary 
to conduct the audit on a date when no effect can ever be produced upon 
valuations which have been incorrectly made in the past All that can he 
done IS to obtam the orders of a superior authoiit} as to the correct method 
of valuation m the future An experiment on the nen lines is being conducted 
at Calcutta at present 

Ml Neogy — IVhen was this experiment introduced ^ 

Mr Rajagopalan — In 1925 

Mt Neogy — Have you got the results of that experiment ? 

Sf) Fiedenc Gauntlett — That has been working quite satisfactorily 

Ml Das — Is the executive side qmte satisfied ? 

Ml Lloyd — Qmte 

155 Ohaimian — When we are told that it has been working qmte satiS' 

factordy, does it mean that it has been w orkmg smoothly or it means that it 
has been paymg, or m other words by the introduction of the new system we 
have been able to recover momes for the State w'hicli othenvise could not be 
recovered ^ > 


Sit Fiedenc Gauntlett — I have not complete figures on the subject and 
therefore I cannot state categorically that it more than pays for itself but that 
it does pick up items which could not possibly be picked up otherwise is per- 
fectly true It would be possible to compile statistics for a complete 
year The Auditor, Home Accounts always says every year how much he has 
managed to save Government I have always been reluctant to adopt any 
such attitude myself 

Chan man — ^You don’t want to be commercialised 


Mr Lloyd — ^Might I suggest one pomt, m which I am sure Su Frederic 
Gaimtlett will agree with me ? It can quite conceivably happen that an officer 
conductmg statutory audit will discover a mistake which will lead to the benefit 
of the merchants and not of the Government It is true the merchants are usually 
ahve to their own mterests but they are not always clear as to the meanmg of the 
aw It might thus happen that statutory audit is domg particularly well in 
d^ action leads to more refunds of excess duty than recovery of 
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166 Maulm Abdul Matin Clvaudhury — ^Mr Burdon does not object to it 
Tbe only point is that, customs bemg the mam source of revenue, •whetber 
we shoiild not see that an efficient audit is mamtained 

Mr. Burdon — have not satisfied myself on the merits of the scheme or its 
necessity 

157 Chairman — ^Mr Lloyd, are you satisfied with your experience at 
Calcutta that it does pay ^ 

Mr Lloyd — I never hire lookmg at statutory audit from that standpomt 
I do not thmk that m the experience I have had of statutory audit (and it 
extends over a considerable number of years It vas mtroduced m 1913, 
nearly 17 years ago and I ha,ve been coimectcd with customs all that time) 
it can be claimed that very large recoveries have been made Of course, Su 
Frederic Gauntlett has made the point that with a concurrent audit as at 
Calcutta recoveries are possible which cannot be made by a penodical audit , 
but, even so, I do not think the recoveiies made by the statutory audit have 
been very considerable Our biggest recoveries are in cases such as those to 
which Mr Roy referred, when frauds have been detected by means which are 
not open to the audit to get on to Yciy often mformation, for example 

Sir Fiederw GaimtlcU — I thinlc it is a vahd argument that the value of an 
audit can never be determmed meiely by the money winch can actually be 
recovered in consequence of it But the point has always been with us that 
where one is dealing with 50 crores of revenue and when money has to be ob- 
tamed through the operation of appraisers who are worlang at figures up to 
about Rs 500 a month, where there aie inconceivable possibihties of losses of 
revenue, the value of an efficient audit can never be detemuned by the actual 
recoveries but by the possible deterrent efiect upon those people through whom 
the money must come 

158 Chairman — I qmte agree But we are reaUy raising rather a 
different question In Calcutta, we say, imtil 1925 they had been worlang on 
a different system In 1925 a new system is mtroduced That does give you 
an opportunity for malang comparisons winch would enable you to test the 
value of your new system at any rate in the first few veers I agree that you 
could not go on applying that test because after a tune the mere excellence of your 
work would prevent any further frauds But when you first introduced it, 
you had an opportumty of seeing whethei it pays or not I wanted to know 
whether fiom yoiu past experience you would throw any light on that question 

Mr Lloyd — I do not think I could say so. Sir With all respect, I 
associate myself v,nth what Sir Frederic Gauntlett has said The benefit of 
such a scheme in preventing fraud must depend to such an enoimous extent on 
mtangibles that it is quite impossible to measure it 

159 Chairman — Yes, but has theie been any appreciable fraud before 
1925 Is there any appreciable fraud in other places where the system has 
not been mtroduced ^ 

Sir Frederic Gauntlett — ^Y^hat sums ivere involved in the tivo big frauds 
in Calcutta and Bombay m the last tivo or three years ^ 

Mr Lloyd — ^I could not remembei — considerable sums 
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Sir FreR^nc GauntleU —Would it be unfair to say 8 or 9 lakbs in each case ? 

M? Lloyd —I could not say At any rate it runs into lalcbs 

Ghmrman —Would they be avoided by any such system ? 

Mi Lloyd —I think it is doubtful I could not give such an answer In 
my own personal opimon I think it is doubtful whether the existence of a con- 
current statutory audit rather than a periodical statutory audit would have 
prevented those frauds 

Sir Frederic Gauntlett —1 imght point out that even mtli the concurrent 
audit m Calcutta we only touch a very small percentage of the bills on manu- 
factures I doubt very much whether it is more than 2 per cent now 

Mr Rajagopalan — ^Iii some cases it is 6 per cent It vanes — the maximum is 
about 5 per cent And there has very recently been a proposal from the Assistant 
Exammer that he cannot do the 5 per cent owing to the mcreased work and I 
believe the Auditoi General is agreemg to reduce the peicentage 

Sii Fredeiic Gauntlett —8o long as the audit is so very fragmentary as 
that, the results must be indirect rather than mainly direct 

Mi Ra'jagopalaii — It is not so much the actual peicentage as the element 
of surprise One never knows which particulai bills of entry may be inspected 
on any particular day There are about a thousand bills of entry Any bill 
may be pounced upon 

160 Mi Roy — Mr Eajagopalan, do you consider 5 per cent is a good per- 
centage 2 

Mi Rajagopalan — I think so They have this concurrent system in 
England and they do a very small percentage 

161 Oliaii man — Of course, the mam eflect of audit check is its preventive 
check, owing to the fear of discovery But the point that is before us now is 
whether this new system is going to create quite a different class of fear m 
anybody who wants to go ivrong to the fear which already exists which will 
justify its cost 

Mi Lloyd — I still doubt that. Sir, because the nature of customs work is 
such that what we really want to do is to provide 100 per cent checks, which we 
do by the scheme of appointing a number of appraisers so that every bill of 
entry is scrutinised a second time before the goods are delivered 

Chairman — Quite so Then what is the value of this particular scheme * 

Mr Lloyd — I think. Sir, if you are going to have audit at all it seems to me 
fairly clear that it is advantageous that the audit should be conducted very soon 
after the operations involved, while matters are fairly fresh in people’s mmds 
and so on 

162 Chairman — I thmlc I may say that the defence is getting a little 
weak I would bke the Committee to go no further than to say that it is m 
prmciple desuable that the most efiective form of audit should be apphed but 
that as regards this particular scheme it is prepared to give the Finance De- 
partment an opportunity to study the details more thoroughly before making a 
hnal recommendation Will that go sufficiently far for you, Mr Roy ? 
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Mr. Bay — ^Yes. 

Mr Mztra — ^The only difficulty is all tliiee Committees m 1925, 1926 and 
1927, have recommended that there should he some sort of check You cannot 
prescribe what particular check it should be That must be left to the Fmance 
Department We only say that it should be very accurate and exact 

Kumao Gmganand Sinlm — But the point is whether it should be extended 
to other ports 

Maulm Abdul Matin Gliaudhury — ^What is the practical way to ensure 
that efficient check to which you refer — ^how would you apply it ? 

163 Sir Fiedenc Gauntlett — Slight I suggest, Sir, that it is not for 
this r ommittee to discuss practical details 

Chairman — ^Yes, but this Committee has before it a particular item which 
refers to a particular scheme and that particular scheme has not yet been suffi- 
ciently studied m the Fmance Department I do not want this Committee to 
commit itself to approvmg this particular scheme or recommendmg its intro- 
duction 

Mr Roy — We have no scheme before us 

Sir Frederic Gauntlett — I must say I have a great deal to say on this scheme. 
I am not saying it because as I have already said I doubt whether the Committee 
IS the proper body to discuss the details of a particular proposal 

Ghaiiman — That is exactly the pomt that I was trymg to make At the 
same time if this Committee in connection with this particular item were to 
record a lecommendation it would be held to be a recommendation by this 
Committee of the particular scheme which we have been discussing AU 
I wanted to do was to find a form of words vhich will record the Committee’s 
opmion on this matter without committmg itself to anythmg so specific as 
that 

Sir Fiedeiic Gauntlett — I only want to explam to this Committee that 
my reluctance to enter this discussion does not arise from any doubt as to the 
desirability of the scheme which Mr Ka]agopalan has put forward and which has 
been considered very carefully by me I still retain my opmion on that pomt 
I do not want to discuss the details of the scheme before tins Committee 

Ml Neogy — ^But what else could we do The predecessors of this Com- 
mittee have made a recommendation that there should be more effective check 
and if Sir Frederic Gauntlett says this is not the place to discuss such a scheme, 
what else can we say now ^ Our predecessors have already said that there should 
be a more effective check Either we consider the scheme itself or we do not 
say anythmg more 

Sir Frederic Gauntlett — Is there not an alternative ^ — that is, to re-endorse 
the opmion of your predecessors and say this question should be taken up 
promptly now * 

Mr Mitra — ^We can say that the decision should be expedited 

Maulm Mohammad Yahuh — We will not be gomg a step further by simply 
repeating the opmion of our predecessors 
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iitr Fiedenc Gaimtleit —Well, I am afraid the mherent difficulty m regard 
io this Committee is that it camiot go any further At no stage can it 
ever go any further because it merely makes recommendations The 
lecommendations are of very great value of course 

Maulvi Mohammad YaLuh — What recommendation can we make ^ We 
cannot go on repeating the same thing over and over agam 

Ml Lloyd — Why not — ^if it is a good thing ^ 

Chairman — You can note the progress that has been made in discussing an 
efficient scheme and trust that an early decision vull be arrived at 

Item 9 or Appendix III 

164 Chan man —Well, now, the next item in this Appendix III which 
comes under the Central Board of Eevemie is item 9 — ^Re\usion of the Sea Cus- 
toms Act 1878 There is really very little to examine Mr Lloyd on that 
An amending legislation on the Sea Customs Act is actually nov under con- 
sideiation — it may come before the Assembly next session 

Ml Lloyd — I am afraid the examination m other depaitmcnts of the 
proposals of the Finance Department which weic incorporated in the 
draft prepared by the Legislative Department has taken longer than we 
expected and we have not reached a position where we can definitely say 
when a Bill mil be presented before the Assembly I do not think I need 
mention an}’’ particulai Department 

165 Ml Roy — Is this an amending or a consohdating Bill ^ 

Ml Lloyd — That is one of the points to which I do not think I can give a 
final answer 

GJumman — ^AVell, I thinlc I can explain the position qiute clearly to the 
Committee and that is the question of what amendments are necessary has now 
been fully settled and there are a very substantial number of amendments 
mostly of qmte a minor nature which have to be made It is a question now of 
whether we ’will have time to deal mth this very long amending Bill in the 
next session of the Legislative Assembly and the question as to whether we are 
makmg an attempt to do it or not will actually be decided in the course of the 
next week 

Maulu Mohammad Yalub — The Bill will only be introduced in this 
session ? 

Chairman — It will only be introduced 

Ml Lloyd — I think probably, Sir, even if we are ready in time for it to be 
introduced, still, as it is not to be passed during the session, it is possible the 
Government of India may prefer to circulate it ’without formal introduction 
It would efiect the same result 

Chan man — ^At any rate, the point I was gomg to make is that what we are 
actually going to do is to circulate it withm the next session 

166 Mr Roy — In what way did it come up before this Committee * 

Sn Fredenc Gauntlett — \ think I can answer that question Because there 
ave been so many cases m which, owing to the fact that the present Act is 
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hopelessly out of date (it was passed ovei 60 years ago), that in order to obtain 
anything like a reasonable promptitude of Government business in the customs 
houses, the customs authorities have to act m ways which aie either not provid- 
ed for in the Act or are directly contrary to the Act and our audit consciences 
have been stirred repeatedly and we have constantly to call attention to cases 
in which action has been and is bemg taken which cannot be justified by the 
Act 


167 Mr Roy — Sir Fredric Gauntlett, might I say with great respect to you 
that you are exposmg the Central Board of Revenue to a lot of criticism If 
your law was made 50 years ago, a mere amending Bill will not appeal to the 
Legislature It will be regarded as piecemeal legislation 

Sii Fiederic Gauntlett — I am in no way resjionsible for the form the legisla- 
tion will take 

Ml Roy — I am only mentionmg it The popular House will tell you to 
brmg up the whole BiU and revise it thoroughly 

0/tcm man — ^I am very interested to hear what you have got to say, hir 
Roy The details need not be discussed now All I can tell you is that it is 
under very active consideration now, and we will make up our minds as to what 
fin e we will take in a very few days 

Grant 73 — ^Refunds 

168 OJiairman — We now turn to paragraph 11 of the Auditor General’s 
letter dealmg with page 12, paragraph 25 of the report We might at the same 
time refei to paragraph 61 of the Auditor General’s letter which refers to 
pages 431 to 439 of the report. Grant No 73, Refunds We do desire to make 
the enquiry suggested by the Auditor General 

Mi Lloyd — ^We have not yet had time to obtam detailed reports upon the 
pomts mentioned therem, but I have ascertamed certam facts which have a 
bearmg on the matter Of course, it wiU be understood that the payment of a 
refund has to be made as soon as it is due regardless of budget considerations 
and it is only a question of takmg as prompt action as possible m order to have 
the accounts rectified In Bombay, which is mentioned here, I have ascertamed 
that a very important judgment agamst us was given by the High Court of 
Bombay involvmg a large refund and that judgment was dehvered on the 28th 
February As I have said, I have not got the exact particulars but it seems 
fairly clear that the refund must have been actually paid durmg the month of 
March on a date when it was too late even with extraordmary prompt action to 
secure reappropnation of funds from another grant under the same head before 
the end of the financial year I only mention this as an illustration I will give 
another case I have looked mto the cases arising m Madras Under Ma^as 
an excess to the extent of Rs 65,000 is shown as uncovered Madras actually 
took action m March and obtamed from us a reappropnation of Rs 60,000 
The letter written to us askmg for sanction I think was on the 15th March and 
we were able to comply with the request only just at the very end of the 
month 
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(At this stage Mr T K Rajagopalan cited a case from Bengal dealing with 
the same pomt ) 

I might add that in spite of the explanations I have given, I propose to 
draw the attention of the Commissioners of Income-tax to the fact that they 
must not be misled, by the consideiation that the payment has to be made 
regardless of budget considerations, into thinking that there is any the less 
urgent need to report the facts to us as soon as possible wherever it is possible to 
know that reappropriation is required and wheie it could be done before the 
end of the year 

Chan man — I am sure the Committee vull be glad to have an assurance of 
that kmd 

169 Sir Fiedenc Gauntlett — In pursuance of the same pomt I would like 
to mention that m several cases I have called attention to refusals on the part 
of the Finance Department to arrange for supplementary grants or for rcappro- 
priations If they are applied for in March and if there be any idea that the 
Fmance Department is going to refuse requests of that sort, it might operate to 
produce some such results as have been brought out here But we shall come to 
that pomt when the Fmance Department comes up and I do not want to raise 
it now 

Ml Burdon — I can now answer that question 15th January is the latest 
date by which proposals for reappropriations and supplementary grants should 
normally reach the Fmance Department but m special cases proposals axe 
accepted up to the 10th March and in very exceptional cases up to the 20th 
March, after which no such proposals are taken mto consideration It is essen- 
tial to prescribe a date m order to prevent a flood of applications on the Slst 
March 

Sn Fredeiic Gauntlett — If that be retained as a permanent and general 
rule, I think it is obvious that large and unforeseen items of expenditure such as 
must arise m unusual cucumstances, such as those where High Courts give 
judgments and it is desired to pay money under those judgments at once, that 
the department concerned cannot regularise 

Chairman — We are up agamst this practical drSiculty It has got to go 
before the Standing Fmance Committee 

Sir Frederic Gauntlett — ^Do reappropriations go before the Standing 
Finance Committee ^ 

Mr Lloyd — It is non-voted money Slight I suggest — though the 
Fmance Department is more concerned with the point than myself — that a dis- 
tmction can be drawn between refunds and other expenditure m this matter 
because m the case of refunds the money has to be paid and there is no argu- 
mg about it, and if it helps to get the account mto better shape the Finance 
Department might be willmg to accept appbcations for reappropriation ri^ht 
up to the 30th Slarch ® 

Mr Burdon — ^lYe are willmg to take exceptional cases up to the 20th 
March We have got to fix a date , otherwise we will be flooded with applica- 
tions on the Slst March 

Sir Fredenc Gauntlett , — ^The rush of reappropriations wiU be worse than the 
rush of expenditure i 
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Chairman — ^As Mr Lloyd has pointed out, refunds are expenditure of a 
very special nature There is no chance of abuse as regards them 

Sir Frederic Gauntlett — thinlc too in a matter hire this the position has 
altered radically with the Reforms Now the ultimate voting authority is the 
Assembly and this Committee is seized with the duty of 3 udgmg the manner m 
which financial control has been exercised during the year Those causes did 
not operate before the coming of the Reforms and it does seem to me desirable 
that efforts should be made to regularise the position if such efforts are in fact 
practicable 

Chairman — ^Would you say that as regards refunds it would be practicable 
to entertam applications up to the end of March 

Mr Bui don — ^As a matter of fact, if you allow only very exceptional cases 
to come up on the last day of March there is no practical difficulty provided the 
materials are available m the shape of a certificate from the accounting autho- 
ritv that funds are available for transfer and so on 

Sir Fi edenc Gauntlett — In this particular case a further supplementary 
grant would have to be presented to the Assembly 

Mr Lloyd — I only made my suggestion to apply to non-voted grants 

Chairman — I am only raismg the question with regard to non-voted 
refunds which I think is a pretty small class 

Mr Burdon — There should be no difficulty m dealmg with a limited class 
of cases of that land m the last few days of March provided all the preh- 
mmary work has been carried out 

Sir Frederic Gauntlett — think the position has altered and it may be 
desirable to make greater efforts where it is deemed necessary or practicable 

Chairman — The position as regards non-voted expenditure has not 
altered 

Sir Frederic Gauntlett — Quite right I thought you were referrmg to the 
whole question 

Chaii man — I think we can undertake on behalf of the Fmance Depart- 
ment to give that matter our consideration. I take it that will satisfy the 
Committee 

Grant 16— Customs 

170 Chan man — ^The next item especially referred to in the Auditor 
General’s letter which concerns the Central Board of Revenue is paragraph 24 
and that particular thing has been covered by the discussion under the case 
m Appendix III Then we turn to paragraph 26, pages 49 to 53 

171 Mr Dae — 1 wish to put a few general questions on customs 
Where is the expenditure under the Bombay-Viramgam customs Ime 

Mr Lloyd — The Viramgam land customs line is administered by 
the Salt Department and the expenditure was incurred under Grant 18 I 
admit that is rather misleading 

3Ir Neogy — ^Vhat is the reason for that arrangement * 
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Mr Lloyd — Because the administration is m the hands of the iSalt De- 
partment It IS a combmed department and far the greatei part of its work 
K on salt and it was decided by the Government of India that it would avoid 
unnecessary comphcation if they let the salt grant bear the whole of that ex- 
penditure in consideration of the fact that the customs grant bears a large 
amount of expenditure at the ports of Calcutta and Rangoon m connection 
with the sub 3 ect of salt The position as regards the Viiamgam customs hne 
was then explamed to Mr Das by the Chairman 

172 Ml Abdul Matin Ghaudimnj — WiW you please turn to page 44, 
A-8 of the report There was an origmal giant of Rs 1,58,109 and a supple- 
mentary grant of Rs 7,000 On page 46, you find under 1 A -8, that the ad- 
ditional grant of Rs 7,000 obtained from the Assembly was surrendered to 
Government ivhen there was an excess expenditure 

Ml Lloyd — I ^'h 1 T^k I might say that the Finance Depaitment is m a 
better position to deal with it than myself 

Ml Bui don — Theie are two points under this One is why v as the grant 
given by the Assembly surrendered This is an arrangement imder which 
when a new item of expenditure comes forward and is sanctioned and leappio- 
priation of the ordinary kmd is not immediately available, funds to cover it are 
transferred from the small smgle reserve at the disposal of the Finance Depart- 
ment Under the regular proceduie we have to go to the Assembly m order to 
get a supplementary grant to cover the expenditure in due course This is one 
of the questions which we have taken up m connection with a Civil Contmgencies 
Fimd We have a makeshift procedure which is admittedly not perfect and we 
hope to replace the present rules by somethmg better when an amendment of 
the Government of India Act is undertaken next time and to mstitute a Cml 
Contmgencies Fund such as they have m the Umted Kmgdom The pro- 
posal has the authority of the Secretary of State up to the point to which I 
have taken you Actually the position is that you have two grants to cover 
one item of expenditure and one of them has to be surrendered Hitherto 
what has been done is that the grant given by the Legislative Assembly is 
surrendered We were gomg mto this matter the other day What we ought to 
do IS to surrender the appropriation from the reserve and we propose to follow 
that procedure m future 

Sir Frederic Gauntlett — That would meet the technical pomt raised by me 

Mr Burdon — The Auditor General has raised the pomt, which is a con- 
sequential point, whether the reserve serves any pmpose, because we have 
a supplementary grant from the Legislative Assembly The answei of the 
Fmance Department to that pomt is this The real ob3ect of havmg a reserve 
IS that if there is no reserve and m any mdividual case reappropnation cannot 
be managed, then the expenditure has to be financed by means of a sup- 
plementary grant which causes an excess over the total budget provision for 
expenditure as origmally passed by the Legislative Assembly w'hereas m similar 
circumstances if there is a reserve that result need not ensue and on that 
ground it seems desirable to have a reserve This is only a note -which I recorded 
on this yesterday and the matter would be referred to the Auditor General for 
any further comment he wishes to make. 



'Ffe^enc Gauntlell — It is n piiiely technical point The first was the 
main point 

173 Ml Neogy — So far as the English practice is concerned, Mr Burdon 
has referred to the analogy of the Civil Contingencies Eund There is reference 
in May to the Treasury Chest Eund Perhaps the reserve at the disposal of 
the Emance Department corresponds more closely to the Treasury Chest 
Eund I do not know whether it does ^ 

Szi Fiedenc Gauntlett — think the direct answer to Mr Neogy is that 
unfortunately the whole of our practice in India is regulated by statute and we 
are told that, at present, as the statute is worded, we cannot start a fund m 
India or work a fimd m India on hnes similar to those adopted m England 
either for the Civil Contmgencies Eund or for the Treasury Chest Eund 

(Here Mr Neogy read out from the Manual of Pioceduie by May ) 

174: Ml Neogy — I do not know how they can manage to brmg in a grant 
before the end of the current financial year * 

Sii Fiedenc Gauntlett — All that I gather from the note you have read out 
IS that England follows the practice which is already here m India I under- 
stand May to say m that note that that should be the practice also to be follow- 
ed m England with regard to expenditure originally financed from the Civil 
Contingencies Eund 

Ml Neogy — ^This refers specifically to excess grant as distmguished from 
supplementary grant Supplementary grants are treated under a different 
section altogether 

Sir Fiedenc Gauntlett — I thmk the pomt here is that May draws the same 
distinction between an excess grant and a supplementary grant which we 
draw in India Another answer to your pomt is that the Government of 
India IS anxious to amend the Government of India Act so as to make it possible 
to mtroduce a more practical system than can be followed at present under 
the existmg wordmg of the Act and I have no doubt that when they are con- 
sidering the amendment of the Act they will adopt as far as possible the Enghsh 
practice because Su Basil Blackett’s idea was to follow as closely as possible 
the Civil Contmgencies Eund He told us so at the first meetmg of the Pubhc 
Accounts Committee 

Chairman — So far as our own procedure is concerned, we have satisfac- 
torily dealt with it 

175 Maulm Abdul Matin Chaudhury — I see an excess of 6,607 which 
18 explained as due to the purchase of land for housmg customs stafi at Viza- 
gapatam I want to know if this expenditure could not be foreseen when the 
budget was prepared ^ 

Ml Lloyd — I think the fact was that budget provision was made m 
1926-27 but negotiations were not completed that year and so it was postponed 
to the next year Of course, the fact that negotiations could n ot lie completed 
in 1926-27 could not be known as early as October 

Chairman — ^That is a satisfactory explanation 

H62CPBPjnD 5 
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Sir Fiedenc Gawitlett—We do find tlirougliout India that one of tlie 
most potent causes for differences between actual expenditure and the budget 
allotment is the cbronic delay m land acqmsiiion proceedings It operates 
m every provmce and one never knows when provision has to be made It is 
made eitW too early oi too late 

Grant 17 —Taxes on Income 

176 Chairman — We wdl now take up paragraph 26 of the Auditor 
Geneial’s letter 

Sii Fiedenc GauntMt — ^In a gieat many cases I have called attention to 
cases of over-budgetmg and I and my officers have taken care to brmg for- 
ward evidence to show that cases of over-budgetmg are chronic, so that 
executive authorities may notice this pomt and take action to reduce the 
budget provision in future under those heads 

Chairman — One satisfactory feature about this part of the report is that it 
does show a very steady improvement 

177 Mr Neogy — ^l^Tiat is there in pay of establishments that makes it 
particularly susceptible to over-budgetmg ? 

Sir Fredenc Gamtlett - — ^Because there is a tendency to woik out 
the theoretical total amount that will be paid durmg the yeai In fact, 
people wiU always be on leave, there will be shortages There are a numbei of 
other administrative factors which make it impossible to spend the total 
amount 

178 Mr Neogy — If these factors are uniform, why cannot lump reduction 
be made * 

Mr Burden — In dealmg vnth this matter the other day I said that further 
mstructions had been issued which would require accounts officers to test by 
the actual results of the year the accuracy of the lump cut they had suggest- 
ed and when we have got two or three years’ results available we ought to be 
able to arrive at a lump cut which will approximate very closely to results 

Mr Lloyd — We have already introduced the practice of lump cuts under 
pressure from this Committee 

179 3Ii Roy — I^Tio is responsible for preparing the budget in your 
office ? 

Ml Lloyd — The budget comes from heads of departments We have no 
Financial Adviser 

180 Chainnaii "We see a progressive improvement and I thmk the posi- 
tion could be regarded as satisfactory We now take up paragraph 26 — 
Taxes on Income 

Sii Fiedenc Gauntletf ^I called attention to persistent over-budgetmg. 
The point here is the same 

^We have constantly been brmgmg the matter to the notice 
of heads of depai-tments and the subiect is certainly not in danger of being lost 
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Grant 18 — Salt 

181 CJimrman — We go on to paragraph 27 — Salt 

Sti Frederic Gamitlett — "would refer to clause (a) relatmg to tlie Nortliern 
India Salt Eevenue There have been very large savings 

ilfr Lloyd — Spealang of the department generally, there also we have 
shovm progressive improvement and I think the 1928-29 residts will show 
still further improvement In a manufaoturmg department all sorts of con- 
siderations must come in Accidents in any year must upset rhe best calcula- 
tions This Committee knows very well extreme cases in the Opium Depart- 
ment where we have enormous differences owmg to a crop being good oi bad 
In a lesser degree the same is tiue of salt At the same time we do lecognise 
there has been over-budgetmg and we are constantly bunging it down As 
regards the particular item “ 1)4: — Capital expenditure charged to levenue ’ 
we must adnut that there has been defective budgeting on the pait of the 
department which we shall attempt to improve It is also due to accidental 
causes which could not be foreseen One of the items is the matter of bags 
and the recoveries on account of the cost of bags, a thing wduch we cannot 
accurately foresee because it depends upon the conisc of trade It is not 
susceptible of mathematical accuracy The other items are less delcnsible 
and we are takmg measures to improve the contiol 

182 Kumai Ganganand Sinha — ^I wmuld draw }'Our attention to jiage 58, 
note (c) about the grant of compensation in advance to the Gwalior Darbar ? 

Ml Lloyd — That is unfortunately an impoitant eiroi but vei)’’ slight in 
its nature The Deputy Controller of Currency asked the Imperial Bank of 
India to remit the amount to the Darbar on the 1st of Apiil That being a 
Sunday, it could not be paid on the 1st of April They thought it better to 
pay it on the 31st March instead 

183 Ml Neogy — ^May I draw the attention of the Committee to page 
7 of the report w^here it is stated “ It has been decided that halt duty on salt 
payable to the Bikaner Darbar should be classified as non-votable instead of 
as votable ” Why was it so long treated as votable ? 

Ml Lloyd — The position is that it is a payment governed by treaty and 
it has now been decided that such payments are pohtical and therefore non- 
votable Previously we took a generous view of the matter and regarded the 
matter as votable We were afterwards advised that we were mistaken m 
that decision The Government of India decided that it should be treated as 
a political matter 

Chairman — So it is only rectifying a rmstake ^ 

Mr Lloyd — ^Yes , it is only rectifying a ifiistake of classification 

184: Chairman — May we now pass on to Item E, page 62, Store Accounts 
I take it the answei is that the subsequent experience has proved that it was 
unduly low 

Ml Lloyd — I do not think I can add very much to your speech of the 7 th 
March 
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Chairman — I can only say tliai we are making every possible efioit to in- 
crease the stocks of salt We have had very bad luck this year because lot of 
exceptional good work was put in to get up the stocks and T think I was 
nght m saying that about one-sixth of our accumulated stocks had been 
washed away 

Mr Lloyd — ^It would be more correct to say oiie-seveuth of our stocks 
It was 10 laldis of maunds 

Ghaiiman — ^Wc have other plans m view for increasing the available 
stock of salts We hope to get through the jear without an}d:hmg like the 
shortage of last year 

185 ilfr Lloyd — Salt in India is produced in two very different v a 3 ’'s 
In the salt range and in Khewra and so forth, it is rock salt taken from the 
ground In all these cases we are now pa}ung by v eighment In the oilier 
cases it is obtained by evaporation In these cases al'^o it is fair to saj* that 
we pay by weight although we do not actually weigh all the salt The ordmary 
practice is that salt is taken in track loads of knov n capacitj- levelled off at 
the top and that is regarded as a sufficiently accurate approximation to the 
actual weight subject to check weighments vhicli aie made Wcighmcnts 
are only check v eighments and jrayment is made b}' eight In those cases 
we have to weigh the salt when we deliver t It is necessary to do so because 
the duty is involved which is Bs 1-4-0 a maund The price for the manu- 
facture of salt is only one or two annas The cost of w eighment for the sake 
of duty works out round about 4 pics a maund 
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Evidence taken at the fifth meeting- of the Public Accounts 
Committee held on Wednesday, the i4th August 1929 
at 11 a*ni« 


Present . 


(1) The Hon’ble Sir George Schuster, 

(2) Mr T A K Shervani 

(3) Mr B Das 

(4) Mr S C Mitra 

(6) Kumar Ganganand Sinha 

(6) Maulvi Abdul Matin Chauphury 

(7) IMr K C Neogy 

(8) Maulvi MoHAmuD Yakub 

(9) Mh K C Eoy 


Chai7)mn. 


rMembei ^ 


(10) Sir Frederic Gauntlett, Auditor General 

(11) The Hon’ble Mr B Burdon, Financial Secretary 

(12) Mr J E C Jukes, Controller of Civil Accounts 

(13) Mr 0 A Travers, Accountant General, Central 


Eevenues 

(14) Mr A C Badenoch, Director of Commercial Audit 

(15) Mr T K Eajagopalan, Officer on Special Duty, 
Finance Department 

(16) Mr P M Eau, Audit Officer, Indian Stores Depart- 
ment 

(17) Mr B Nehru, Deputy Auditoi General 


>Were also 
I present 




Mr A H Lloyd, Member, Central Board of Eevenue, Wttness 


186 Sii F>ede)ic Gauntlett — A. question was asked yesterday whether the 
Experimental Office m Calcutta to deal with Customs audit had paid for itself 
I refrained from making any de&iite statement at that time We did obtain 
very careful statistics of its working duiing the first year and it did prac- 
ticalty pay for itself 

Chan man — ’V\Tiat do you mean by “ practically pay foi itself ” ? 

Sii Fiedenc Gauntlett — ^Have you got the exact figures, Mr Eajagopalan * 

Mr Rajagopala^i —1 believe the papers aie in your office I lemember 
that it nearly paid its way if account was taken not only of the immedia^ e re- 
coveries but of future recovei les according to the new interpretation of the 
rules 


Sir Frederic Gauntlett — ^As the figures aie on record, I can obtain them and 
hand them over to the Committee In view of the results in the first year we 
have not attempted to collect figures since What is on record I will arrange 
to have sent up 
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Grant IS— 

187 wan— When we adjonmed yesterday we were dealing witl/ 

Paragraph 27, sub-paragraph (?) of the Auditor General’s letter Have you 
got anything to say on that remark, Mr Lloyd ^ 

Ml Lloyd — That is the general question of over-budgeting which wa® 
discussed in connection with other grants yesterday We fully recognise that 
there has m the past been a great deal of water in the Budget from this De- 
partment and we have for several years past now been applymg more general pres- 
sure to squeeze it out We are steadily improvmg m the eictent to which we 
do squeeze it out Of course, as I mentioned yesterday, in the case of a De- 
partment of this sort, where the problem is much more difficult than a mere 
question of establishment, much depends on the actual worlang of the year , 
and there is the natural tendency on the part of Executive officeis to provide 
the maximum that is likely to be wanted Wc have to try and arrive at a 
good guess at something a little bit nearer the probable final results We 
are constantly communicatmg with the head of the Department on this pomt 
and impressing our views upon them as strongly as we can, and I thinlr that 
there is steady improvement and I have every reason to hope that it will 
contmue 

188 Chairman — ^We see that theie is steady improvement in the heading 
“ Pay of Establishment ” Can you give us any indication of the figures for 
1928-29 2 

Mr Lloyd — Owing to the form in which the accoimts are kept I cannot 
separate the figures for “ Pay of Establishment ” from othei items 

189 Chairman — I do not know whether you suggest. Sir Frederic that 
the saving under the head “ Contmgencies ” is unreasonably large That is 
obviously a savmg under a head under which there is likely to be a saving, is it 
not ^ 

Sii Fiedeuc GanntlcU — Undoubtedly, Sir The only pomt is that where 
one finds for a senes of years a continuous savmg, there is a natural suggestion 
that the peison finally responsible at headquarters for checking the preliminary 
estimates prepared by the Executive head of the Department may make a 
cut under that particular head 

Chairman —Yes 

190 Ml Miiia — I’lieie has not been much of an improvement 

Mr Lloyd — I do not claim that there has been any steady iinpiovement 
undei “ Contingencies ” 

Maiihi Mohammad Yahub. — But the item “ Contingencies ” is so un- 
certam that it is very difficult to estimate 

Ml Mitra — Theie may be a lump cut 

191 Chan man ■ — It is reasonable to have a saving there YTiat is the 
total budget against which it is a sainng 

^Sii Fiedenc Gamillett — The figiue shovn on page 74 is Es. 81,000 in 
l92(-28 and the saving is Es 21,000 It amounts to almost 27 per cent 

, ^haii man What is the total amount of the budgeted expenditure under 
that head m icspect of winch this Contingencies provision is made ^ 
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Ml Lloyd — Oux system of accounts makes it rather obscure It is latber 
difficult to find this 

Sir Frederic Gauntlett — The comment heie is merely with legard to the 
expendituie m Madras which is merely one of the provinces which are grouped 
together m the accounts The figures on pages 70-71 include figures for all 
the provinces which are mainly Madras, Bombay and Burma This note 
merely deals with the figures for Madras which are not shown separately on 
pages 70-71 

Ghaiiman — I see it is rathei difficult to answer my question My sug- 
gestion was that when you consider the contmgency item, it is not quite fair 
to take the percentage of saving on the actual vote for contmgencies You 
ought to consider what percentage that represents of the total vote under which 
that contmgency occurs 

Sir Freddie GaiirdleU — ^Mr Lloyd might be able to give a rough idea 
as to what percentage of the total expenditure m the provinces is incurred in 
Madras 

Mr Lloyd — I can get some figures (Mr Lloyd ofiered to go and get the 
figiues) 

Ghaii man — ^The pomt is not of very great importance I think my sug- 
gestion IS a fare one This perhaps is not so important a subject for criticism 
as a percentage of savmg of 26 per cent rmght mdicate The contingency 
item itself lepresents a percentage of a much larger item 

Sir Frederic Gauntlett — I only bring together these instances of persistent 
overbudgetmg so that the tendency to overbudget can be kept m nund when 
future budget demands are being scrutinised I do not pretend that this is 
important 

Ghaii man — ould you make a special note of that, Mr Lloyd t It is 
a regularly recurring savmg, and the Auditor General suggests that it seems to 
raise a question 

Ml Lloyd — ^M^e null certainly 

192 GJiairman — “ Page74,paiagiajpili 2 of Appropiiation Accounts — The 
instances quoted in this paragraph suggest the necessity of brmging promi- 
nently to the notice of the controllmg officers the fact that no adequate control 
over expenditure is possible unless a careful watch is kept over commitments 
and habilities ” 

Sii Freddie Gauntlett — ^That is only an educative comment which is 
ofiered m every report every year somewhere or other 

Mr. Lloyd . — The particular case which gave rise to the remarks in para- 
graph 2 nas an imfortunate mistake The cost of the Viramgam Customs 
establishment which falls under Salt, had to be incurred in the course of the 
year The head of the department found the money by re-appropiiation 
and did not realise the necessity later in the year of watching the accounts 
under the particular head to see whether the re-appropriation had been 
necessary at all It >\as mistake which should not have been made but for 
which there was some excuse 

Ghaiiman — ^It really nas a special occasion ^ 
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il/j Lloyd — ^Yes He as suddenly planted ^vltll an entirely new 
estabbslunent in the middle of the year 

193 Mr Das — I find that m 1928, discussions legardmg this took place 
in the Assembly undei Customs 

Ml Lloyd — It IS clearly a Customs subject but actually the mone}’^ was 
m the Budget agamst Salt 

Ml Das — ^For a long time ? 

Ml Lloyd — I could not remember Before 1928 certainly 

194 Mr Das — ^In 1927, m the Pubhc Accounts Committee, we discuss- 
ed the Viramgam hne imder Customs 

Mr Neogy — The question then was whether and how far we were losmg 
revenue under Customs That might be relevent imder Customs 

Ml Lloyd — The pomt is purely technical I cannot imagme any Fmance 
Member raising a pomt of order if you discuss it on a demand for grant under 
Customs 

195 Ml Neogy — I should like to put a general question Is this the 
3rd or 4th yeai when we are having commeicial accoimts for the N I S R ^ 

Ml Lloyd — This is the 4th 

196 Mr Neogy — ^Last yeai Mr Lloyd mamtamed that the fact that this 
Department has been showmg loss m any particular year did not warrant the 
conclusion that the Department as a ^\hole was runnmg at a loss, and he said 
it would not be fair to judge results on the basis of the figures of any one paf- 
ticulai yeai He said that when we have the next year’s accounts (^ e , the 
accounts for 1927-28) we shall be able to look at the whole question with more 
success than m the past I should hke to have a statement fiom Mr Lloyd 
now as to his promise last yeai on this particular point 

Sii Frederic Gaimtlett — My Duector of Commercial Audit shows me the 
balance sheet as on the 31st March, 1928, which shows that in 1924-25 there was 
^ 1925-26 there was a loss of about 3-1/3 lakhs, 

m 1926-27 a loss of 3| laldis and in 1927-28 a loss of just over 3^ lakhs These 
are the figures brought together foi successive years for the N I S R De- 
partment 


197 Fir Neogy The profit of 1924-25 is counterbalanced by the recur- 
rmg loss of over 3 lakhs every year durmg the next 3 years ? 

and Rs 000 actual figures are Rs 3 35,000, Rs 3,55,000 


fhflf ^I should like to make a general obseri’-ation here I thmk 

denartmt^if''^ talking about the N I S R Department as a commercial 

be mislpfl if profits that it makes, we are perhaps hable to 

let the onncinTT! ^ t.he policy in the past has been to 

as wlhT “ O'” o™ '‘S ooarly 

thiktc f 00™ O'” on the duty I 

to take the coat ^ niuch more useful Ime of enquiry, if we were 

pioc notion rather than the profit and loss which is made 
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I know for example, tkat recently I had a file before me for settlmg ike sale 
pnce at tke various places One did not take into account so muck tke 
possible margm of profit as wkat our general pokey skould be m regard to 
ad]ustmg prices as between various sources of production and tke centres of 
areas of consumption wkick tkey covered We wanted to try and make a 
pretty even adjustment 

198 Mr Neogy — ^Is it not a fact tkat salt kas for some years past been 
sold at below cost price ? 

Mr Lloyd, — ^Tkat is a fact 

199 Mr Neogy — For kow many years ^ 

Mr Lloyd — suppose for about 3 years , now four years 

Srr Frederic Gauntlett — quoted 4 years’ figures 

Mr Lloyd — If one does not carry forward tke previous profit for tke 
benefit of tke consumer, tken it would be 3 years and so muck of tkis year as 
kas passed before we raised tke prices We raised tke prices recently 

200 Mr Neogy — ^AATien were puces raised last 

Ml Lloyd — ^In Sambkar, tke last raismg, ^ e , tke one before tkrs year’s 
was m 1927, at Didwana m 1928, at Packbadra in 1927, at Kkewra, Warcka and 
Kalabagk in tke Salt range in 1927 

201 Sii Fiedenc Gauntlett — ^Aie tke new puces still below tke cost of 
production as mdicated in tke accounts for 1927 -28 

Mr Lloyd — Tkat is ratker difiicult to answer, because tke Government of 
India kave tkis year decided m fixmg tke prices to adjust tkem not directly 
witk reference to tke cost of production m tke particular source but so as to 
fit m as wen as possible witk tke convenience of Government in tke matter of 
supplymg ceitam markets from certam sources so as not to divert tke demand 
from one source to anotker, so tkat tke total of tke selling pnees wiU cover 
tke total cost price from all tke sources 

202 Sii Frederic Gauntlett — So far as tke N I S E. Department is con- 
cerned, you do aim at neitker profit nor loss tkrougkout tke year on tke average ? 

Ml Lloyd — Tkat is exactly wkat we kave aimed at 

203 Maulm Abdul Matin Ghaudhury — ^Have puces been raised this 
year t 

Ml Lloyd — ^Yes 

204 Ml Mitia — Y^kat is tke rate now at Sambkar ^ 

Ml Lloyd — ^At Sambkar 5 annas 

205 Maulm Abdul Matin Ghaudhury — ^How muck m Elewra ^ 

Mr Lloyd — 4 annas and 6 pies 

20b Mr Negoy — By kow muck kas tke average been raised tken ^ 

Ml Lloyd — ^I am afraid I skall kave to work it out It means weigkting 
all tke figures vutk tke output It is rather difficult to work out 
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207 Mr Roy —Can you tell us what are the causes which led to these 
losses ^ 

Mr Lloyd —Might we refer to increase in cost of production instead of 
"to losses in accordance with what you said. Sir ^ Take the clearest case of 
Khewa The increase is largely due to the recurring increase which is at- 
tributable to the expenses of the development schemes and particularly the 
electrification scheme which was discussed last year 

Mr Roy —And also selling the salt below cost price ^ 

ilfr iJfibcr — All the four causes are given on pages 75-76 

ilfr Lloyd — There aie inniunerable other factors Since the war, labour 
costs have increased tremendously and the value of money has changed, so 
that it IS quite impossible to go far back 

208 Ml Neogy — Will you please turn to page 68 of the Eeport There 
the cost IS divided into Prime Cost and Oveihead Charges 

Undei Sambhar you find the overhead charges aie about 3 times the piime 
cost , at Didwana the charges are less than the prime cost, there is nothmg 
under Pachbhadra separately In Khewra the oveihead charges are half of 
prime cost , in Pachbhadra again the chaiges are half the prime cost, and then 
m Kalabagh, the proportion is very much below , it is a very small figure indeed 
as compared to the prime cost Could you please tell us as to how these 
divergencies arise in regard to the proportion of overhead charges to the prime 
cost ^ 

Mi Lloyd — At )Sambhai, far the largest item is “ royalties and compensa- 
tions ” 

Mr Neogy — That apiilies only to Sambhar ^ 

Mr^ Lloyd — That is the only source where the item is of any importance 

Mi Neogy — What about the differences in regard to the other cases * 

Qliaa man — The answer is fairly clear if you look at the analysis of over- 
head charges 

Mi Lloyd — There is one point that I should make in regard to the accounts 
for this particular year for Khewra , they are misleading in that the heaviest 
item outside prime cost is depreciation charges, which include depre- 
ciation for 1926-27 as well as for 1927-28 I think the Audit Officer might be 
able to explain that 

Sii Frederic Gauntlett — I think the answer really is that the Electrical 
Installation at Kheivia v as not finally settled until that time, and the actual 
cost of depreciation for the two years could not be calculated until then, 
and it Avas decided after the beginning of the second year to charge deprecia- 
tion from a particular date 

209 Mi N eogy — Is there any means of finding out what the overhead 
charges, properly so called in each case are, so that Ave may compare them ^ 

Chaiiman • If you would look at the details given above, I thinlc all your 
questions are qmte clearly answered There is one curious point The Avcigh- 
ment charges seem to be rather exceptionally heavy in Sambhar 
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Mr Lloyd — They axe not disproportionately hea\’ 3 ’’ considering the out- 

put 

210 Mr Neogy — ^How do you distribute the shaie of the expenditure of 
the Commissioner’s Office ^ 

Mr Badenoch — ^Nine-tenths of the whole of the expenditure of the Commis- 
sioner’s office IS divided among the various sources m proportion to the revenue 
expenditure 

211 Maulvi Abdul Matin GJiaudhury — ^With regard to the proportion 
between manufacturmg charges at Sambhar and Didwana, in one case it is 
5 per cent and in the other case it is difierent, though the method of manufac- 
ture IS similar in both cases 

M) Lloyd — The difference is due to this fact Didwana is a very small 
souice and ve have been able to woik it without any capital expenditure 
At Sambhar, v e had considerable difficulties , we had to incur quite a consider- 
able amount of expenditure m order to make that source, which is one of the 
mam soiiices, for the whole country as far as possible (barring floods), a reliable 
‘jourcc 

212 Maulvi Abdul Matin Chaudhay — You have the electrification 
scheme ’ 

Ml Lloyd — The electrification scheme does not really make much differ- 
ence at Samlihai 

213 Kumai Ganganand Sinha — ^Do you thinli that you will be able to 
reduce the cost of manufacture in the long lun on account of the electrification 
scheme at Sambhar ^ 

Mr Lloyd — I do not see any reason to suppose that we can hope foi a 
furthei reduction m the cost The on y thing by which we can leduce the cost 
of production is by an increase m issues 

214 Mr Neogy — I have a recollection that last year the Auditor General 
said that the increase in the manufacturing charges in these two centres prac- 
tically corresponded to the increase in the interest and depreciation charges 
flue to the introduction of improved schemes I do not know if I am 
correct * 

Sir Frederic Gauntlett — I do not remember having made any piecise state- 
ment as that I have no recollection It is perfectly obvious, of course that 
where over a period of years you have large capital expenditure as has been 
incurred at Sambhar and EZhewra, once you start maintaimng commercial 
accounts, you must represent the effect of that financially by the interest and 
depreciation charges and the only way of setting off those are by increasing 
the output In other words, I will lepeat what Mr Lloyd has said , here is 
expenditure which is inevitable , it can only be met by incieased production 
which would only be justified if there were increased sales There is also 
another fact, a very elementary fact, and that is the intxoduction of mechanical 
means of excavation and manufacture ought to lead to a reduction of establisli- 
ment 

Mr Neogy — ^But has it so far ^ 
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Mr Lloyd --I f.lnnlr there has certainly been a reduction in laboux chaige? 
atSambhar I might mention that we have been now a examimng for number 
of years the scheme of introducmg mechanical transport at Khewra and v e 
have made it perfectl)’’ clear that we shall not look at it until v e know exactly 
how much econom}'^ could be effected 

215 Ml Neogy — I would draw your attention, Mr Lloyd, to the last 
year’s Evidence, Volume II, page 122 There you say that “ it begins to appear 
probable that it will be really an economic proposition to substitute electrical 
for other transport, but we have not yet come to a final decision on the subject 
If it IS an economic proposition, it won’t raise the cost of production” So 
the position stands exactly the same as it was last year ? 

Mr Lloyd — ^We are still m correspondence on that pomt, because we waut 
to be absolutely certain that we are not going to increase the lecuinng charges 
by makmg the change 

Gliairman — ^In fact, there is no prospect of a very large saving 

Ml Lloyd — ^There is no very great urgency 

216 Mo Neogy — Is it not a fact that KhewTa is really equipped for verr 
much larger production than you are actually turning out ^ 

Mo Lloyd — ^Yes, that is the case 

Ghaioonan — That is of course an imecononiical feature of the high luieiost 
and depreciation charges It might inteiest the Committee to know that 
Ediewra, for mstance, may have qmte an important bearing on this question 
which the Tariff Board is going to investigate If you crush KhewTa salt it 
will be quite smtable for consumption in the Bengal market, but it is reall} a 
question of freight, which w^e are takmg up now If w^e could open the Bengal 
market for Kliewra salt, it might become a veiy important source of supply 

There is also another aspect of the matter which the Committee might be 
interested to know, because it is a justification for havmg a larger capacity in 
an average year The floods at Sambhar, as we mentioned 3 ’estcrday, have 
resulted m the destruction of a large proportion of our sinck at Sambhar 
When that has happened, as you Imow, tlieie wall be a shortage of salt generally 
and if in any particular circle the shortage is somew^hat great, speculatois will 
come m and put up the prices The cost of production is quite negligible as 
compared to the difference which the consumers will have to pay if the specula- 
tors come m and put up the price of salt It is likely that in order to prevent 
anythmg of the kmd happenmg in the area w'hich is normally supplied from 
Sambhar w^e shall have to decide to increase the production at Khewra and 
land in Delhi for delivery large quantities of IChcwTa salt for transport to places 
lymg to the South East of Delhi That will have to be done at a slightly 
uneconomic price m the mterest of the consumer 

Mr Roy — I have seen a sinular statement m the last year’s proceedmgs 
about the supply of Khewra salt in the Bengal market ? 

Mo Lloyd — ^We are talkmg now^ of the U P market 

217 Gol Gidney — ^What is the real cause that the improved methods do 
not cheapen the cost of production ^ 
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M) Hoi/d — ^\Ve are not yet satisfied that it is going to pay After all 
the advice given to us by the Engineers is only for consideration and we 
cannot entirely abide by that TherS are many details which have to be scru- 
tinised and criticised I think the Pubhc Accounts Committee will be prepared 
to agree that the engmeer is not always the final arbiter of the financial aspects of 
an engineering scheme 

218 idi Neoqy — ^May I come back to what Mr Badenoch said because it 
IS a question of reduction in the establishment charges as a result of the mtro- 
duction of the electrification scheme Has anjdhmg been achieved m the way 
of economv so far as Khewra is concerned ^ 

Ml Badenoch — In the year under review the actual manufacturing 
charges v ent up by a laldi of rupees 

M) Neoqy — ^Has this aspect been borne m mind ^ 

Ml Lloyd — Yes, very carefully 

219 Kvma'i Ganganand SinJia — ^We heard from Mr Lloyd that the de- 
crease in the cost of production v ould very largely depend upon the increased 
consumption of salt, but we find that thousands of maunds of salt are stdl 
imported into India Can we not supplant the imported salt by the indige- 
nous salt ? 

Gliaxrman — That is a question which we have ]ust decided should be 
investigated by the Tarifi Board 

220 ilL Miira — ^^Ve find, referring to last year’s Beport, that the Chair- 
man of the Public Accounts Committee said that the Committee would be fully 
entitled to press Government for further action in the matter, and later on he 
said that if this goes on from year to year, the Public Accounts Committee 
would be fully entitled to examme the whole question afresh, but we find 
this year again that there is no chance of the cost of production going 
down 

Chairman — We are trymg as a mattei of fact to use this statement of 
account to give us a review of the commercial results and are trymg to analyse 
the worlang cost To do that efiectively we would want to have figures 
presented m a different way It will be very instructive to see this sort of 
analysis m each case and compare them from year to year 

Ml Mitra — We think this question is very important as we have to 
answer questions every tune There is a strong pubhc feehng m the matter 
with regard to the raismg of the salt duty, and this is a fact which must be 
recognised 

Chairman — You will reahse that what we are discussmg here represents 
a very small part of the field of salt production m India 

221 Maulvi Abdul Maim Chaudhury- — Can we not get this year the 
statement which you refer to ? 

Chairman — ^I have no doubt that we can get ready for circulation to the 
Committee a full analysis. 



Mr Neogy — IMigiit I suggest m this connection that AL Lloyd might 
look up his evidence on these points given last ye.ii as also the year before 
because he will find that there weie ceitem questions asked which he could 
not answer Sir Frederic Gaimtlett said we could not ascertain whether the 
origmal plant was more than necessaiy Now it vould be very useful if 
Mr Lloyd were to look up his evidence last year and give us the necessary 
mformation 

Chairman — I should like to tell the Committee that the whole question 
of the eflScient adimmstiatioii of the Noithem India Salt Department is a 
subject which I have taken up myself with Mr Lloyd, and we had a great 
many discussions on it It is not easy to alter the existing organisation 
quickly and one has to consider the question of the jiei-sonnel and other cognate 
questions I thinlc it would be somevhat difficult to get the sort of Keport 
for circulation to Members of the Committee this year in a ica'jonable time 
it might probably involve a good deal of woik to prepaie an elaborate analysis 
of the cost of production and compare it with the cost at each source ? 

Sir Fredenc Gauntlett — I nught state Sii that I have hgiires here, not 
of the detailed analysis, but of the final cost of production dunng the last 
three years The position is complicated because up to 1927-28, Sambhar 
and Didwana were grouped together vhereas now they are separate , also 

Kheivra, Warcha and Kalabagh were gioiqied together .md these are now 

separate However, there is a statement in the annual report which was sent 

m to the Central Board of Bevenue w'hicli gives the figures as fai as they are 

kept 

i¥i Lloyd — It wull requuc considerable annotations, for example, the 
pecuhar effect of compensations at Sambhai 

222 Mr Neogy — Now , with legaid to the eflei t of royalties and compen- 
sations upon manufacturmg charges, is it not <i fact that the amount of 
royalties and compensations vanes w ith the quantity of salt issues ? 

3Ir Lloyd — Only jiartially 

Mr Badenoch — ^May I say that the total amount of loyalties and com- 
pensations IS divided among the various heads in relation to the quantities 
issued 

223 3Iaulvi Abdul hlatin Ohaudhury — ^At page 76 a reference to the 
causes for the mcrease m the cost of production is made Can JMr Lloyd 
tell us what are the causes ? 

Mr Llo]fd — I have mentioned the reason for it in Khewra At 
Pachbadra there was no increase , at Sambhar and Didw'ana taken together 
there was an mcrease in the manuketurmg charges from 4,26,000 to 5,19,000 
But m the same year there w''as an mcrease between the two of production 
from 49 lakhs to 68 lakhs maiinds I thmk the only source where the increase 
IS really serious is at Khewra 

224 Chau man Does the Conmittee wush to pursue this question of 
gettmg out some sort of fuller statement ? I do not want to promise too much 
this year, because I am sorry we all of us are very busy just at the moment 
and It is difficult to devote the necessary tune to collect the details, so I do 
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not want to promise to provide a useful Beport before the Committee separates 
but I wtU promise to take up the matter with Mr Lloyd and consider how we 
can best place the information before the Committee in a more mstructive 
form 

Ml Neogy — If you are going to have a memorandum of the details we 
may have some information as to whether the officers at Sambhar and Khewra 
are charged anything for the use of electricity, and if so, what does that 
amount to ? 

225 Ml Neogy — The suspicion has been all along that these electii- 
fication schemes have been influenced qiute as much by the considerations of 
giving amenities to the officials there, as in the interests of so called economy 
and all that ^ 

St) Fiedeiic Gauntlett — Cannot those questions be buiied ^ We have had 
them now for the last three years ? 

J/i Tjloyd — I should like to take the opportunity to repudiate that 
suggestion 

Chairman — As a matter of fact, even if that is a fact, I do not personally 
see that it is an 3 d;hing to be particularly ashamed of Take Sambhar for 
instance if we did not provide these amemties, we would probably have to 
make it up to the officers in some other way 

Ml Lloijd — It is imfau to suggest that the real motive power behind 
these schemes was the personal mterest of the officers 

Ml Roy — Ml Neogy did not suggest that 

226 Ml Neogy — At any rate this is one of the considerations that have 
weighed unth you foi not agreeing to scrap the electriflcation scheme I will 
lefer you to page 106 of Volume I of last year’s Report where you sa}”- — 

‘ Having thus inclined an additional capital expenditure of over 4r|- 
lakhs and sacriflced certam services that the Government as 
benevolent employers cannot regard as ummpoitant, namely, 
the electric lighting and ventilation of the offices and official 
quarters, as well as the possibility etc , etc ” 

So this ceitainly was one of the considerations that weighed with you m com- 
mg to the decision that, apart from other considerations, you could not go 
back upon this scheme ^ 

Mr Lloyd — They weighed mth us but the question was put suggestmg 
that this was the primary eonsideration I said it was one of the considera- 
tions — ^it does not follow from that that it is a primary or even an equally 
important consideration 

227 Ml Neogy — The question of prmciple underlying this pomt is this 
you stated in your memorandum last 5 '’ear that this seheme, both at Sambhai 
and at Khewra, was to be considered as a national msurance against possible 
shortage and that it would lead to an inevitable inerease in the cost of pro- 
duction What I want to loiow and what comes certamly within the duty 
of the Public Accounts Comrmttee is whether these factois were presented 
to the Assembly or the Standmg Fmanee Committee when the projects were 
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placed before tliem It is our duty to find out whether the money which has 
been obtamed by certain repiesentations from the Assembly has really pro- 
duced that result 

Glmirman — As far as I am concerned I veiy much welcome the interest 
shown by this Committee and I think it will all tend to efficiency, but I am much 
more interested in the efficiency of the futin e than m unearthing a lot of things 
from the past I think we ought to take moie inteiest to see that this whole 
undertaking is efficiently rim in the future 

228 Neogy — ^Blay I remmd you Sir, respectfully, that I qmte 

appreciate youi mtoest as Fmance Blembei in the future of tlus department 
but I would request you lespectfull}’’ to foiget that while you are in this 
Chair you are not the Finance Membei, and that the primary function of this 
Committee IS to conduct a sort of post-moi tern exammation into the past, and 
so you cannot get away from the fact that we have got to do with the past 
and not with the future and that is why we sit here What I want to ascer- 
tain IS were the leasons that you advanced m your memorandum last year 
as justifymg these schemes ever put before the Assembly in justification of the 
grants you secured fiom the Assembly or the Standing Finance Committee ? 
You could easily look up the papers and saj’' whether this is not an after-thought 
and whether this was the justification that was put forward before the 
Assembly Were not statements made by responsible members of govern- 
ment sa 5 ang that this will lead to cheapening of salt and a remarkable 
expansion m the manufacture of salt in India and all sorts of things ^ 

Mr Lloyd — If those statements were made they were made so long ago 
by officers of another department, befoie the Central Boaid of Revenue was 
created and before the Fmance Department had taken ovei the admimstiation of 
■this Department, that I thmk it is time that a decent burial was given to them 
The Sambhar development scheme took place before the Reforms, I think 
Some of the grants for Khewra were obtained by us, but the whole scheme 
had been decided upon before the Central Boaid of Revenue took over Salt 
The primary giants in connection with Khewia, of which this electrification 
was one part, date right back to, I thinlc, the fiist year of the Assembly’s 
existence , and I do not thmk it is really w’^oith gomg into the statements that 
were then made to the Standing Finance Co mmi ttee by another department 
of government 

Sii Fredertc Gmintlett — These things have been discussed and exactly 
the same questions were put 

Mr N eogy — But no defimte answeis have been elicited , that is my com- 
plamt 

229 Ml MUra — ^May I refer to page 188 of last year’s report, where the 
Chairman said “ The present Committee can express its opuuon but what- 
ever it may say ■snll not estop a future Pubhc Accounts Committee from 
further pursumg the matter ” It is quite clear that this is not estopped 

Sir Frederic Gauhilett — ^May I read the Report itself which says — 
Seemg that the accounts have been commercialised and that future 
Appropriation Accounts -will show the cost price of salt at its 
source m accordance with the recommendation which we make 
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elsewhere, it will be possible for future Committees to judge 
bow far the hopes expressed are really justified by the results 
and it will be open to them to suggest, if necessary, that Gov- 
ernment should re-exarmne the whole situation in order to see 
whether any measures cannot be taken to make production 
more econonucal In the circumstances we are of the opinion 
that no further action is necessary on our part at the moment ” 
That IS, the future action of the Committee would be determmed by the facts 
of the year and not to reopen all the questions about what was done six or 
seven years ago 

230 Mr Neogy — May I reply to the charge of the Auditor General about 
the same question hemg repeated every year May I refer to page 120 of the 
evidence volume of last year , Mr Cliaudliury put this question to hli Lloyd — 

“ It appears to me that every year the Central Board of Revenue are 
^scoveimg new reasons When the scheme was first mtroduced, 
it was only for the purpose of increasing output, and now we 
are told that it is to facihtate hghtmg and secure ventilation 
and avoid smoke ” 

You do not find any reply given by anybodj'- I really want to pm the de- 
partment down to the exact reasons that weie put forward before the Assembly 
and the Standing Rmance Committee in justification of these schemes and we 
have not succeeded m gettmg any reply 

Chmtman — Mr Lloyd has already pomted out that the schemes were 
actually initiated before his department came mto existence 

Ml Neogg — I do not mind which department is going to answer this 
question 

Mr Lloyd — In connection with Mr Chaudhury’s question I referred to 
the old proceedmgs of the Standing Finance Committee and I find that ex- 
tremely httle was stated 

231 3Ii Neogy — But what about the statements made on the floor of 
the House by the Members in charge ? I want to compare the two, the justifi- 
cation put forward then before the Assembly and that now put befoie the 
Committee 

Sii Fredenc Gauntlett — ^May I ask Mr Neogy whether this question was 
not discussed on the floor of the Assembly and a specific vote taken on the 
subject ^ 

Mr Neogy — ^Not on this pomt I asked for an mquiry mto the Sambhar 
affair and this question casually came up 

232 Kumar Ganganand SinJia — ^I do not qmte foUow Mr Lloyd’s ob- 
servation when his department was ficrst created, was it not the duty of his 
department to carry out the undertakmgs given on the subject by the depart- 
ment which preceded it ^ 

Mr Lloyd — That is lather a difficult question to answer Of course it 
IS our duty to conduct the department m accordance with the pohcy that has 
been laid down , but if at any time in the past a member of the Government 
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had expressed a hope which, as it turned out, was incapable of realisation 
as for example, if it had ever been suggested that by increasmg the capacity 
of output you would automatically increase the market and therefore increase 
the revenue — , we cannot compel that to happen 

Kumar Gatiganand SinJia — I quite sympathise with hlr Lloyd but 
what I say is this when these statements were made by certain members 
of the Government, were they not made on behalf of Government and not m 
their personal capacity ^ 

Ml Lloyd — On behalf of Government 

il/? Mil) a — I thinlc we can have some idea of the reasons if ve refer to 
page 198 of volume II of last year’s report, where Mr Llo}^d says 

“ Electrification was introduced because it was necessar}- to find pover 
for these \ery important and very powerful pumps that were 
to be installed m connection wuth the neiv system of turning the 
end of the lake into a reservoir ” 

It was origmally taken up for power for the tw o pumps and gradually 
the scheme was developed 

Mr Lloyd — That i'> as regards Sambhar that was all settled even 
before the Reforms , I would suggest that there should be some limit to the 
exhumation of the sms of past governments 

233 Mr Neogy — Are we then entitled to come to this conclusion, that the 
hopes held out by the Government in the past that these schemes w ould actual- 
ly result m an increase of output and reduction of cost have not been realised, 
and m puttmg forward the plea that these schemes have to be looked upon 
as a sort of national insurance, the Central Board of Revenue is siiggestmg 
somethmg which was never presented before the Assembly by the Govern- 
ment m the past ^ 

Mr Lloyd — That may be the case, but the Central Board of Revenue is 
naturally more interested m the present and in the future than in the past They 
are certainly very good reasons for maintaining the works and the installation. 
It would be improper to say that the power lioiise on the scale installed at 
Sambhar Avould never have been installed but for fans and lights for the 
officers 

Maidvi Abdtd Matin Ohaudhui y — ^AVe do not grudge those amenities 
our mam point is that the electrification scheme should not lead to an uicrease 
in the price of salt that is oiii mam point small amenities w e do not grudge 

Ml IJoyd — The course of the discussion last year ivas that you have tins 
electrification scheme there and the Committee were satisfied that hn^ mg got 
them it would be unwise and unfair to SCI ap them That, as far as the C B R. 
IS concerned, seems to be the mam issue 

Chaiiman It seems to me the position is this what this Committee is 
concerned with at present IS the accounts for 1927-28 Mr Neogy has raised 
the point and he makes the suggestion or perhaps he actually makes a charge 
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that the schemes for electrification at Khewra and Samhhar were badly con- 
ceived, that they were not justified at the time and that they have not pro- 
duced the commercial results that were promised The furthest that this Com- 
mittee could go would be to record an opimon that the results of 1927-28 
are evidence that mistakes were made when these schemes were originally 
framed 

Mr Neogy — ^And that the justification for the schemes, that is now 
bemg put forward was not placed before the Assembly when the grants were 
obtamed 

Chai') man — ^As I said, the most that the Committee would be entitled to 
say — though I myself do not agree vuth it — ^would be that the reported results 
as shown by the accounts for 1927-28 are again evidence that these schemes 
have faded to achieve the object with which they were started 

Ml Lloyd — I would like to suggest that one should be careful about that, 
because there is no doubt whatever that, although it may be that Mr Neogy 
is right in saymg that unrealisable promises were made to the Assembly, what 
he has called the national insurance aspect of the matter was certainly, on the 
part of the officials responsible, the primary movmg consideration, especially 
at Sambhar You have only to look at the history of the case to see that that 
was the mam reason 

Chairman — I wish to repeat that I think the furthest that this Committee 
could go would be to say that the accounts for this year under review, 1927-28, 
are further evidence that the schemes were ill-conceived I myself thmk that 
that statement would not be justified because I do not think that we have 
before us sufficient evidence, nor have these undertakmgs been workmg long 
enough for us to be able to say, lookmg back at the past, that it was a mistake 
I have made a suggestion to the Committee which would turn all our attention 
to a much more valuable direction, which is that we should endeavour in future 
to give the Committee an opportumty to make a much more effective review of 
the commercial v orking of these various salt undertakings and it is only after 
that we should be justified in recording an expression of opinion such as that 
Mr Neogy wants us to record I would ask the Committee m these circums- 
tances to refrain from committing themselves to a definite statement that the 
results now before us prove that the scheme was a failure I suggest that in 
the report we insert a passage to the effect that an exammation of the 
accounts of 1927-28 remforces the recommendation made by the Committee in 
paragraph 17 of then report last year and that the Committee reserves further 
recommendations until it has had an opportunity of considering and examin- 
ing a fuller report on the commercial results which is pioinised next year 

Ml Neogy — have no desire to pursue the pomt 

234 Ml Das — Will the Tariff Board examme the cost of production of 
salt at Sambhar and at Khewra ^ 

Chaiiman — They would do so and would also consider relevant questions 
such as possible economies if the scale of production was mcreased The cost 
of production was relatively unimportant in salt transport was really^the 
major factor 
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235 Mr Das — The discussions in this Committee for the past four or five 
years on this subject may be sent to the Tariff Board 

Mr Lloyd — I shall do so 

236 3Ir Das — ^You are supplying electiicity to outsiders at a loss at 
Sambhar 

Mr Lloyd — ^No At a gam 

Mi Roy — ^You have made a good thing out of this Sambhar 

237 Ml Mitra — ^Have the recommendations in paragraph 10 of Mr. 
Pitkeathly’s report been acted ujion ? 

Ml Lloyd — lYe have taken action to comply ivith those recommendations, 

238 Mr Mtiia — That has not resulted in a reduction in the cost of pro- 
duction ? 

Ml Lloyd — Wo have not found any more outside consumers 

239 Maidvi Abdul Maim Ghaudhiny — ^AVith reference to Mr Lloyd’s 
statement that he is selling at KhevTa at a profit may I diav his attention to 
page 119 of last year’s report where ^ oil have this, “ In this case the actual cost 
to Government is 2 873 annas pci unit against which Government only re- 
ceives 2 5 annas from the company ” 

Ml Lloyd — Will you lead the last sentence of that paiagiajih ^ “I may 
also note that if the supplies to Phulera and Sambhar aie considered together 
Iihere is no loss, but a small profit ” 

"240 Ml Mitia — i\Iay we take it that the expectations fiom Mr 
Pitkeathly’s report in paiagraph 10 have not been realised by a reduction in the 
cost of production It suggested that if n e adopt those recommendations there 
IS a hlcelihood of a reduction in the cost of production 

Ml Lloyd — No The reduction as a result of pultmg into force those 
recommendations which appear on page 113 could not be very considerable as 
compared with all the other items, but I certainly v ould not admit that the 
measures we have taken in accordance with hli Pitkeathly’s recommendations 
have not resulted m any economy 

241 ilfr Neogy — I am gomg to repeat another old question again for the 
reason that the question has not lost its interest because it is old The question 
IS, is there any intention of mtroducmg a commercial system of accountmg for 
the provinces of Madras, Bombay and Burma Burma, I understand, has been 
directly taken over by the Central Board of Revenue 

Sii Frederic Gauntlett — ^I am very grateful to you, IMr Neogy, for raismg 
that question I think it is only right to state that we as accountants are not 
satisfied with the actual way in which commercial accounts are bemg mam- 
tamed at present The system was modified under pressure from the executive 
and although part of what was then cut out has been re-mtroduced, I cannot 
say as an auditor or an accountant that we are yet completely satisfied with the 
form m which the accounts are mamtained, 

CJmnmn —Which accounts ^ 
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Sir Frederic Gauntlett — ^The commercial accounts of tlie Salt Department 

Chairman — ^Yon are not referrmg to Mr Neogy’s pomt ^ 

Sir Frederic Gauntlett — ^No 

Mr Lloyd — ^As regards Mr Neogy’s pomt vre have not taken any measures 
to extend the system of commercial accountmg to other sources 

242 Mr Neogy — ^Is there any intention on the part of the department to 
do so * 

Mr Lloyd — To the best of my Imowledge the matter has not been under 
consideration lately I do not think I can say there is any present mtention of 
domg so 

243 Si') Frederic Gauntlett — ^Don’t you consider that the results which 
have been obtamed from the commerciaht>ation of the Northern India Salt 
Department is a justification for extension to the provmces t- 

Mr Lloyd — ^Very probably it would be a good thing It certainly would 
be a good thmg to examine the desirability of extending the system to the 
provmces 

244 Chairman — ^Why should there be any doubt about it ^ 

Mr Lloyd — The mam pomt is of course that the buUi of the operations of 
the Salt Department m the provmces are not commercial at all Outside the 
Northern India Salt Department we only have one large source m the Bombay 
Presidency at Kharagoda, a few small sources m the Madras Presidency, and 
a few very small sources m Burma which are Government sources and the 
activities of the Salt Department m those provmces are mainly concerned with 
preventive work, that is to say, supervision of private factories where of comse 
the question of commercial accounts does not come m 

245 Sir Fiedenc Gauntlett — ^Don’t you think that an mtroduction at 
least at Kharagoda might be valuable ^ 

Mr Lloyd — I will certainly be prepared to have that question immedia- 
tely examined agam 

246 Chairman — ^Do you confine your question to commerciabsmg Gov 
ernment salt producmg undertakmgs Idee Kharagoda or do you mtend to go 
further m your suggestion ^ 

Sir Frederic Gauntlett — ^I have not formulated any defimte views on the 
subject, but I believe Mr Eajagopalan’s report has already been with the 
Government for some time and it deals with the subject rather thoroughly 

' Chairman — I am afraid I am not acquainted with that report I find it 
rather difficult to understand the suggestion which goes further I should have 
thought that the suggestion for mtroducmg a proper commercial system of 
accountmg m places like Kharagoda on the face of it is so reasonable that it 
ought to be undertaken at once, but I cannot see how it can go further 

Mr Rajagopalan — ^I do not think that my repoit contemplates the mtro- 
duction of commercial system to other than purely Government manufacturmg 
concerns 
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Chairman — Tlien it reduces itself to a proposal of quite a small dimen- 
sion 

Mr Rajagopalan — ^Yes But, of course, costmg would be useful because 
if we get the cost of production tbat could be appbed to judge tbe price at wbicb 
the licensees manufacture salt In that way it will be a useful test 

Chairman — I suggest to you, Mr Lloyd that an imdertalang imght be 
given on that subject that it will be dealt with before the Committee meets 
agam next year 

Mr Lloyd, — I will start an examination of it 

Cliaii man — The Committee can record that the commercial system should 
be mtroduced at all other Government salt producmg undertakmgs 

247 Mr Mit’ta-—AxQ other stores accounts elsewhere m India bemg 
audited by the Auditor General now ? 

ilfr Lloyd — Yes 

Geant 19 — Opium 

Ghaiiman — ^We now turn to paragraph 28 of the Auditor General’s letter 
which deals with pages 78 to 98 of the report, Grant No 19, Opium 

248 Mr Mxtra — lYe had a discussion last time as to what should be 
considered a new senuce and where the Auditor General thinks that a thing 
should be considered a new service the Public Accoimts Committee should give 
its opmion either way So I think we are called upon to give our opuuon whe- 
ther that should be considered a new service Page 81 note 2 

Ml Lloyd — ^The question relates to the erection of a boiler and electric 
generatmg plant at Ghazipur Opium Factory In my personal opmion it is 
very far from bemg a new service and hardly at all can it be described as even 
a new mstrument of service We had a boiler before We had engmes for 
supplying power m the workshop The boiler was principally used for drivmg 
the engmes and for supplymg steam used for heatmg m certam processes m the 
factory 

Gir Fiedenc Gaunilett — ^Is it replacement of a previous boiler or replace- 
ment of a form of power ^ 

Mi Lloyd — Partly alteration of a form of power and partly replacement 

Sii Fiedeiic Gaunilett — ^And it only cost Bs 20,000 ^ 

Mr Lloyd — Rs 65,000 It was a replacement of a method of 
lighting It IS extremely important in the case of the Ghazipur Opium 
Factory in consideration of the enormous value of the contents that there should 
be a very efficient guardmg and the peiimeter of the factory enclosure has to 
be ht and electrification gives an unproved and more efficient lightmg 
For those reasons I should say it can hardly be described as a new 
mstrument of service oven It js merely a replacement 

Sir Frederic Gaunilett — I think the Committee last year did accept the 
position that a leplacement need not be considered as a new service or a new 
mstrument of service and I think this Committee need not go too mmutely mto 
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questions as to wlietlier it is a teclimcal replacement or a scrappmg of one form 
or substitution of another form I do not think this Committee need go mto 
questions of that character too minutely 

249 Kuniar Ganganand Sinha — ^llay I refer to^sub-paragraph (6) of 
paragraph 28 of the Auditor General’s letter It says, “ The Pubhc Accounts 
Committee may wish to know why the efiect upon the budget of the abohtion 
of divisions could not be foreseen ” 

Mr Lloyd — The reason for that is this, that the position regarding the 
number of divisions to be settled is reviewed after the end of the season, that 
IS to say, after April, with a view to making arrangements for the followmg 
season which is to begm in October As the Committee is well aware, the 
output of opium IS an extraordmaiily variable quantity and if we had m one 
season a very poor outturn we should at the following season make a larger 
settlement of land for opium than if we had had a very good outturn m the 
previous season We cannot Imow until April at the earliest what sort 
of outturn we are gomg to have and therefore we cannot know what the 
next year’s settlement will be Of course, the Committee wiU fully agree that 
that bemg so, it would be absurd to postpone economies if we had larger 
outturns m the previous season, merely because we have budgeted for a 
settlement which mcluded some of the divisions which we foimd it possible to 
abolish 

Sir Frederic Gaimflett — find m the explanation given by the accounts 
people that there was some leduction made m the budget on account of a 
reduction of divisions but obviously that was not carried far enough 

Mr Rajagopalan — The Pay and Accounts Oflhcer fully foresaw the 
abohtion of the divisions and he increased the lump sum deduction m D 7 
from Es 10,000 to Es 40,000 and the anticipated savings fully material- 
ised The matter was fully taken into consideration and given effect to m the 
lump sum deduction There was some correspondence between the Opium 
Agent and the Pay and Accounts Officer and eventually the 0 B E sided 
with the Pay and Accounts Officer and enforced the lump sum deduction 
It IS all under D 7 

Grant 84 — Cagntal Outlay on Secxmty Printing. 

Chairman — I thmk that really sufficiently answers the questions The 
next item is paragraph 76 of the Auditor General’s letter dealing with the 
Security Prmtmg Press The first thing is the capital outlay on Security 
Prmtmg I understand that that has been settled Next is the last sub- 
paragraph, second sentence, regardmg the form of the accounts relatmg to the 
Security Prmtmg It is understood that the form"of accounts has smce been 
approved by the Government of India Is there any further question to be 
raised about that ? 

250 Mr. Das — You are producmg stamps at less price thati when you 
got them from England ^ 

Mr Lloyd — ^I^ery much less 

261 Mr Das — Out of Es 53 lakhs of capital you have spent about 
Es 20 lakhs on buildmgs and 9 lakhs on mac hin ery A commercial firm 
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would not spend so mncli money on its buddings Please refer to pages 624 
and 625 of tbe report, Blance Sheet 

Ghaxrman—l do not think you can have any standard of that land 
Suppose there is a company whose busmess is warehousing 

Mo Bos —Mr Lloyd, you do not do Avarehousmg ? 

Mo Lloyd ^We do some warehousing We hare a central stamp store 

which cost a lot 

jlQy I have been to Nasdc and I can tell you that I am quite 

satisfied that the amount has been usefully spent 

Sio Fredenc Gauntlet — I thmk the total assets, if you take away the 
personal ledger accouns and cash in hand, amount to Rs 46 lakhs and Rs 18 
lakhs on buddings is not such a very large proportion 

Chairman —Has any Member got any other questions to put to Jlr 
Lloyd 

252 Mo Lloyd — I do not know if the Committee ' s mterested in the 
point mentioned m page 109 of the report but I thiidc the facts there show 
that our decision was wise to the effect that we need not insure supplies of 
stamps and stationery sent from the press but carry the ride omselves 
Our losses are very small considermg the many laldis worth of stamps that 
were despatched 

Ilxmao Ganganaoid Siooha — ^Mdiat is your present practice ? Do you 
send the stamps on the railway iisk oi on your own risk ? 

3Io Lloyd — At our own risk For railway risk we should have to pay 
a very heavy charge and we send them at oiu ovm risk and the facts here 
reported show that it has been a very wise decision 

Ghaioman — ^Let us hope that it vull continue to be a wise decision 
Geant 40 — Ceootoal Board of Revenue 

253 31r Neogy — find you have not referred to Grant No 40, the 
Central Board of Revenue at all, and that is a grant ^vlth which hir Lloyd 
IS entrusted I thmk this Committee is expected to refer to each and every 
head m order to be able to say that we have dealt with the audit and appro- 
priation accounts of the Governor General m Council and we cannot omit to 
refer to any particular grant There may not be any question but we ought 
formally to take up each grant 

Ghairmaoi — I suppose there were no questions on the Auditor General’s 
letter 

Mr Neogy — We are expected to deal with the appropriation accounts 
and not the Auditor General’s letter 

Ghairmaoi — Has anybody got any questions to ask on Grant No 40 ? 

254 Mr Neogy — Page 149 — there is one voted item imder the head 
" Pay of Officers ” m which there is an excess of Rs 831 due to the increase 
in the pay of the Secretary sanctioned by the Secretary of State after the 
budget estimate had been framed 

255 Mo Roy — Can you tell us anythmg about the mvestigation which 
Mx. Slattery is carrying out on your behalf about smugglmg ^ 
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Mr Lloyd — ^This does not relate to the accounts of 1927-28, hut still I 
can answer it We had a conference of representatives of excise ofiS.cers in 
Simla in 1926 and we had considerable discussion at that conference as to 
whether there should he any central organisation concerned with the preven- 
tion of smugghng of dangerous drugs There was some difference of opinion 
but it was agreed by all that it would be desirable to establish a central 
intelhgance bureau The difference of opimon arose upon the further question 
as to whether there should be m addition some executive central staff operatmg 
throughout India We have been followmg up the point upon which there 
was unanimity, that is to say, the question of establishing a central intelli- 
gence bureau for deabng with dangerous drugs and in order to investigate that 
question and to report as to wlietlier m practice a buieau of this kmd should 
be established Mr Slattery has been appointed on special duty 

Mr Roy — ^The lead has been given by the League of Nations 

Mr Lloyd — 1 think theie is no doubt that m convemng the conference 
of 1926 we were largely mfluenced by our examination of the Dangerous 
Drugs Convention of 1926 It arose out of oui examination of that conven- 
tion just as the Dangerous Drugs Bill whicli we hope to pass this session 
dates back to the same thmg 

256 Mr Neogy — ^Sly pomt has not been answered yet Why was not 
this placed before the Assembly in the shape of a supplementary grant ^ 
Was it placed before the Standmg ffmance Committee at all 

Ml Lloyd — do not recollect its havmg gone before the Standing 
Fmance Comrmttee If I may be permitted, I will send for Mx Sundaram 
who wiU. possibly be able to explam 

257 Ml Neogy — ^Why was not the supplementary demand placed before 
the Assembly ? 

Mr Lloyd — ^There may be some explanation which hir Sundaram could 
give m a moment 

258 Maulvi Abdul Maim Chaudhury —In regard to A — Pay of Officers 
(Non-voted) on page 149, why was a supplementary demand (Rs 2,000) 
asked for * 

Mr Lloyd — When we had to get extra money imder the head of “ Pay 
of Officers ” we failed to anticipate the full extent of savmg which would be 
available under “ Allowances ” We actually wanted Rs 4,000, and we 
took Rs 2,000 by reappropriation and we thought we could not get the 
remammg Rs 2,000 It was a miscalculation We did ou- best and consult- 
ed the Pay and Accounts Officer before takmg action 

259 Mr Lloyd — ^With regard to this mcrease in the pay of the Secretary 
sanctioned by the Secretary of State Mx Neogy has asked whether that was 
placed before the Standmg Fmance Committee or the Assembly 

Mr Swidoram — ^I do not thmk it was 

Mr Lloyd — Can you say why 

Mr Sundaram — I thinlc it was because the sanction of the Secretary of 
State came very late 
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Mr Lloyd — I am afraid we cannot say defimtely why it was not put 
before the Standing Finance Committee 

Mr Neogy — ^What about the Assembly, why was it not put before the 
Assembly as a supplementary demand ^ 

Mr Lloyd — ^The money was available by reappropriation 

Ml Neogy — ^But why could not a token vote be taken ^ 

Mr Lloyd — That is the question you have raised If it had gone before 
the Standing Fmance Committee it will be realised that a token vote would 
not have been necessary The question really is why it did not go before 
the Standmg Fmance Committee and that is what we cannot answer Wi* 
have never gone before the Standmg Fmance Committee even when the pay 
of the post was originally fixed and the explanation probably is that it is 
a temporary post 

Ml Roy — ^When was it created first 

Mr Lloyd — In April 1921 

Ml Neogy — But have you not to go before the Standing Finance 
Committee even m the case of temporary establishments ? 

Mr Lloyd — We will look this point up and find out 
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Evidence taken at the sixth meeting* of the Public Accounts 
Committee held on Thursday, the 15th August 1929, at 
11 a m. 


Present 


(1) The Hon’ble Sir George Schuster, 

(2) Mr T. A. K Shervani 

(3) Mr B Das 

(4) Sir S C Mitra 

(5) Kumar Ganganand Sinha 

(6) Maulvi Abdul Matin Chaudhury 

(7) hlr K C Neogy- 

(8) Maul^ MoHAiViMAD Yakub 

(9) ilr K C Boy 

(10) Sir Frederic Gauntlett, Auditor General 

(11) The Hon’ble Mr* E Burdon, Financial Secretary 

(12) Mr J E C Jukes, Controller of Civil Accounts 

(13) Mr 0 A Travers, Accountant General, Central 

Revenues 

(14) Mr T K Rajagopalan, Officer on Special Duty, 

Fmance Department 

(15) Mr P M Rau, Audit Officer, Indian Stores De- 

partment 

(16) Mr B Nehru, Deputy Auditor General 


Chairman 


>Membe7s 


^Werealso 
I present. 


Mr T Ryan, Secretary, Industries and Labour Department 

Lt -Colonel F- C Shelmerdine, Director, Civil Aviation 

Lt -Colonel EL M Kirkhope, Chief Controller of Stores 

Rai Bahadur J P. Gangult, Under Secretary, Industiies 
and Labour Department 

Mr R R Reaks, Assistant Chief Controller of Stores, 
Indian Stores Department 





Grant 60 — ^Aviation 

260 Chairman — ^We are startmg with the Aviation grant I myself have 
got no questions Has any other member got any questions 

261 Mr Das — I would hke to ask whether the aerodromes that we build 
are used solely for civil purposes or are they utihsed for mihtary purposes also ^ 
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Colonel Shelmerdine — Only civil 

262 Mr Das — K tlie military use these aerodromes, do you charge them 
any rental ^ 

Colonel Shelmerdine — ^No 

Mr Das — Do the mihtary take advantage of the civil aerodromes 

Colonel Shelme) dine —They will in future They have not done that m the 

past 

if? Das — If the military use the civil aerodromes, will you charge them ’ 

Colonel Shelme, dine — The question has not been considered The prac- 
tice in England is that machines of the Royal Air Force use all the Government 
aerodromes free, whether Civil or Military — ^that is, Government machines 

263 Mr JRoy — 'What about foreign visitors ^ 

Colonel Shelme) dine — They pay 

Sii Fredetic Gauntlett — There is one diffeience between India and England 
In India the iWmy has been recognised as a semi-comraercial department but 
I do not thmlc that principle apphes in England 

Chaiiman — I should imagine that the amounts involved would be very 
small and I should think the time has not probably come to raise the question 
We may get benefits from the civil pomt of Anew from the Royal Air Force which 
they do not charge us for For example a machine of the Royal Air Force has 
]ust made a trial flight to Rangoon, and they often make flights of that kind, 
which provides valuable information for the development of civil aviation Is 
that so ^ 

Colonel Shelmei dine — Y es They have taken me from one place to another 
and they have not made any charge against my funds 

261 Ml Neogy — ^I find there is a savmg under E due to the abandonment 
of schemes for survey of primary Air routes Why was that abandoned * 

Colonel Shelme) dine — This budget was prepared before I took over this 
post and when I came here in April I found such a lot to do that I could not get 
away to carry out surveys till the cold weather That accounts for the savung 

Mr Neogy — The survey has since taken place ^ 

Colonel Shelme) dine — ^Yes 

265 Kumar Ganganand Sinha — In the Appropriation Account of the 
Secretary of State m Council, regardmg the mooring mast, this observation 
has been made “ £30,000 of the amount paid was m respect of expenditure to 
be incurred after the 31st March 1928 Only 22,000 should have been paid for 
that and the balance held over until the next financial year ” May I know what 
IS the reason for the discrepancy here * 

Mr Ryan ^May I say this with reference to this pomt I do not know 
whether this Committee has received a copy of a note by the T-nfiip. Office 
commenting upon this paragraph It is more an accountmg question 
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Mr Burdon — The payment "was made m advance as it was of the nature of 
a, contribution work 

Sir Fredeiic Gaunileit — I think that nothing further need be said about 
that As regards the accountmg pomt raised at the end of the Home Auditor’s 
letter, I have written to him explainmg that whde I quite agree that it is the 
normal practice that expenditure finally mcurrcd in England should be brought 
to account m England — and that is the principle underlymg the demarcation 
between accounts in India and accounts in England, I agreed as a special case 
that this item should be passed on to India because it seemed to be difficult 
to drffeientiate between the expenditure on the mast and the construction of 
the aerodrome which was gomg on at the same time and I thought that any 
difiiculties that might arise might more convemently be solved m India It 
was a depaiture fiom prmciple merely to meet practical difficulties that were 
appiehended I piesume the Home Auditor will say nothing further 

Ghaitman — I thinlc the explanation which we have had is satisfactory 

Grant 47 — ^JIeteorology 

266 GJiaiunan — Can you give us any explanation on the Note of the 
Auditor General about under-budgetmg ^ 

Mr Ganguli — ^The explanation is that when the Budget was framed 
we proiuded a lump sum of 7 lakhs undei A 6 for the transfer of the head- 
quarteis, and you will find that the total 7 lakhs including the excesses imder 
A 3 and A 5 has not been exceeded 

Ghairman — We have the explanation A 6 included Rs 61,000 for the 
removal operation which accoids fairly closely with the excesses under A 3 
and A 5 We accept that explanation 

267 Ml Das — ^I should lilce to have some information fiom you I find 
that m 1926-27 your expenditure was about 9 lakhs, whereas this year it is 
nearly 15 lakhs ^ 

Mr Ganguli — One big item is the transfer of the headquarters from Simla 
to Poona That alone comes to 7 lakhs A greater part of thrs sum is non- 
recurring 

Mr Das — ^You are aware that the Inchcape Committee recommended that 
the functions of the Meteorological Department should be curtailed as much as 
possible Could you tell us how your present expenditure compares with that 
when the Inchcape Committee made their recommendations ? 

Mr. Ganguli — It has certainly mcreased considerably m the Meteorological 
Department, and the prmcipal reason for the mcrease is the growth of aviation. 

Mr Das — Is your expenditure on a growing scale ? 

Mr Ganguli — I am afraid under Meteorological Department we will require 
more money 

268 Mr Das — ^But part of the work that you do in connection with avia- 
tion IS intended for the Military Department Do you get anythmg out of 
them ^ 

Mr Ganguli — ^We are concentratmg more on civil aviation 
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Ml Das —But sometimes you are commissioned by tbe Military Depart- 
ment to carry out certam functions for tbem wbicb necessitates extra expendi- 
ture * 

ilfr Ganguh — ^Meteorology is a public service department and not a 
commercial department 

Mr Das — Tbe Incbcape Committee -wanted tbe abobtion of tbe Meteorolo- 
gical Department but -we find that its expenditure is growmg 

269 Mr Neogy — I suppose you have sometbing to do witb tbe Royal 
Air Force ^ 

Mr Ganguh — ^We give -weather forecasts and they are utilised by tbe 
Royal Air Force and also by tbe Civil A-vuation people 

270 Mr Neogy — You keep some staff at some stations under your control 
but they do tbe -work for tbe Royal Air Force Is that so ? 

Mr Ganguh — Tbe results of tbe -work they do are available for other people 

also 

271 Mo Neogy — Then under H 2 tbe explanation given is that tbe 
“ R A F Stations at Ambala and Dardam not ba-vmg been opened/*^ 
“ a transfer of staff at R A F Station Drigb Road to the control of Karachi 
office -was necessary ” and so on But then what service do they render -te 
anybody except to tbe RAF people ? 

Mr Ganguh — ^Any meteorological data that they gather -will be available 
for tbe use of tbe scientific officers at tbe headquarters for Air Force purposes as 
also for Cml Aviation purposes They only gather statistics and telegraph 
results to headquarters 

Mr Neogy — Before tbe RAF opened tbeir Meteorological Department 
had you any staff at those places ^ 

Mr Ganguh — No 

272 Mr Roy — How do you account for so much over-budgetmg in tbe 
Meteorological Department 

Mr Ganguh — ^You -will find that under A 6 “ Works ” alone tbe expendi- 
ture is Rs 1,14,000 and odd less than granted which is pimcipally due to the 
delay m tbe progress of the works 

Mo Roy — ^Are you not makmg accurate forecasts ? 

Mr Gaooguh —We were more oi less in tbe hands of tbe contractors, 
but this IS not a recurring expendituie at all 

273 Mr Roy — ^You told Mr Neogy that tbe RAF people have got 
then: own meteorologists * 

Mo Ganguh — ^Yes, and they are separate from ours 

Mo Roy I suppose your researches are directed in tbe interest of Inter- 
national science ? 

M» Ganguh —Yes All our data are available to tbe whole world 



95 


274 Kumar Ganganand Sinha — Wh.a.t was the object of your liavmg 
stations at Ambala and other places ? 

Mr Ganguh — It was considered desirable that at those stations some 
weather forecasts should be made 

Kumar Ganganand Sinha — For whom ^ 

Mr Ganguh — Primarily for the benefit of the Air Force, no doubt, but 
the results are available for use to everybody 

275 Mr Roy — Does any reciprocal arrangement exist between your 
Civil Meteorologists and the RAF Meteoiologists ^ 

Mr Ganguh — I am afraid not, because they really have not got much 
to give us 

276 Mr Das — ^We find that the expenditure under the head Meteorology 
IS mcreasmg rapidly specially in connection with the work of aerial science, and 
that part of the mcrease in the expenditure is solely due to the Military De- 
partment 

Chairman — I should not like to commit myself to a positive statement 
of that kmd, but I would like to put the witness a general question. Is there 
anythmg, any service you are undertakmg now which you would abandon if it 
was not reqmred by the RAF? 

Mr Ganguh — ^Probably not. Sir, but I hesitate to give a defimte reply m 
the absence of the head of the Department. I have not got enough technical 
knowledge to answer that 

Chairman — ^I think the furthest we can go is to call foi a Report We 
have not got sufi&cient evidence before us We are hvmg in tunes when 
Aviation is developmg very rapidly, and I thmk it would be a great rmstake to 
regard the Inchcape recommendations as laymg down an unalterable code. 
I gather that the mcrease m expenditure m respect of the Meteorological De- 
partment is very largely due to the services which are now found necessary for 
the development of Aviation As far as I understand the position, the Govern- 
ment of India and the Legislative Assembly have accepted the prmciple that 
we should try and develop Civd Aviation, 

277 Mr Roy — Gan you teU me what is the Indian proportion of superior 
officers m the Meteorological Department ? 

Ml Ganguh — It is almost entirely Indian, bariing the Director General 

Chairman — I thinli we can reach an agreement on this pomt if you will 
allow me to make a suggestion Fust of all miefeience to Mi Das’s remarks 
about the growth of expenditure on Meteorology and the Inchcape Committee’s 
recornmendationSj I should Idee to say this, that although as responsible for the 
finances of the coimtry at present I have to search everywhere for possible econo- 
mies, I thmk it would be a very regrettable thing if India were to fall behmd the 
rest of the world m its scientific services of this land We are not yet so near a 
desperate stage as regards our finances as not to be able to take our part m 
that land of work That is one general pomt Apart from that, we have 
special need for development for rendermg services to Cml Aviation As 
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regards that, we are still in a very elementary stage We cannot quite Imow 
what IS likely to be required, and piobably the relations between Meteorology 
and needs of Aviation are questions which are being studied now and new 
points are likely to be constantly arismg, and therefore it is very difhcult to 
lay dmvn a definite programme at present We have also to considei the fact 
that the mformation which we get is of use not only to Civil Aviation but to the 
Eoyal Air Force, and there, I thinlc, in order to meet the point raised by Mr Das, 
we should like to have a Eeport on the question analysing the services wluch are 
rendered to the Eoyal Air Force and the possible reciprocal services which the 
Air Force imght be able to render to the study of Meteorology and tne develop- 
ment of Civil Aviation At the present stage, however, we should not be too 
meticulous about distributmg chaiges, but I do thinlc that this Committee, 
being interested in a subject which raises a very important question of prmciple, 
is entitled to ask for full information on the subject and possibly the Depart- 
ment may be able to help us vuth a sort of analytical Eepoit which I have 
suggested 

ilf? Das — That will satisfy me 

Chairman — I hope there is general agreement that India ought to get a 
worthy place m scientific studies of that Icuid 

Ml Das — We are only jealous of unnecessary monev being spent for the 
hlilitaiy Department 

278 Ml Neogy — Did I undeistand you to say that the question of the 
abohtion of the meteorological staff of the Eoyal Air Foice is iindei considera 
tion and that as a matter of fact they have no subordinate staff eitliei apart 
from what you lend them ^ 

Ml Ganguh — Yes, that is so 

Grant G6 — Indian Stores Dlpartmem 

279. Chan man — The next item which we have to take up deals rvith the 
Indian Stores Department I v ould refer to pai agraph 12 of the Eesolution of 
the 17th May 1929 

Ml Das — I am afraid, Sii, the Indian Stores Department will be able to 
throw very little light The pmchasmg departments will be able to teU us 
what they are domg 

Colonel KiilJiope — Once a year we address the vaiious departments who 
make use of us suggestmg to them to send us their demands for any particular 
item of stores they require, like electric bulbs, pamt, electric fans, etc We 
gather together all these various lots — sometunes they are very big lots — ^and 
we make consolidated contracts with a variation clause, usually 25 % un and 
25% down 

The Stores Department makes a charge of 2 % for its services That 2 % 
was based on the cost of London Stores Department which by the way does not 
pay We unlike the London Stores Department have to go about India to look 
for work No department is actually compelled to give us orders For ms- 
tance, the Chairman’s department has given us no orders for the last year from 
the Mmts in Bombay and Calcutta I have personally gone as far as Madias, 
Hyderabad, Mysore, Bangalore and other places lookmg for work 
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■2o0 Ml Ri,y Wliat are yoirr practical difficulties. ^ 

Colonel KirUiope — ^We do not get sufficient work we do not get sufficient 
support from tke departments of the Government of India The Army Depart- 
ment IS our best customer 

Mr Roy — ^You don’t say so in youi annual lepoit 2 

Colonel KtiTJwpe — If you will look at the figures at page 32 of the amiual 
report you will see that it is stated there that the Army Department purchase 
through us 1 32 crores worth of stores The next best purchaser is the Rail- 
ways which has purchased stores worth about 1 crore 

Mr Roy — ^Will you please read paragraph 21 of your own Report ^ 

Colonel KtiUiope ■ — ^The Army Department purchases, m addition to rvhat 
they purchase through us, direct, something like 2^ crores worth of stores. 
Out of that 2} crores nearly half is food-stuffs which we do not want to touch, 
though we could certamly do it But there is about a crore of rupees worth of 
goods purchased by the Director of Contracts consisting of oils, pamts, cement, 
gunny bags and so on If we could handle the whole of these ourselves, it will 
give us an additional crore "worth of orders In the matter of oils and pamts, we 
are by far the biggest purchasers of these materials in India Paragraph 21 
relates only to engmeermg and miscellaneous stores the Army buys in addition, 
large quantity of textiles 

281 . Ml Roy — ^What about the military v orks stores ^ 

Colonel KriJJiope — ^\Ve get most of the engineeimg requirements Here 
agam, I would like to tell the Committee the stores department does not 
pay its way The departments are not compelled to buy all their reqmrements 
from us They give us selected work, they give us the most difficult work. 
For mstance here is a specification prepared by the Delhi Public Works Depart- 
ment and I think it amounts to 2 62 lalchs The labour in this is immense, but 
we only get 2% for the entire work of purchasmg as well as erecting The 
Pubbe Works Department will itself buy road tar where the expense of pur- 
chase and mspec^ion is very small Por the rmlitaiy works we do similar 
work but not of so great value We send our Inspectors all over the country to 
inspect these power mstaUations and we lose money every time Havmg put m 
a power station, the Director of Contracts supplies fuel and lubiicatmg oil to keep 
it gomg and this supply of fuel and lubricating oil goes on for twenty years or so 
durmg which time, he purchases stores costmg four or five tunes the original 
cost of the station 

282 Mr Das — You are not experts m civil engmeermg * 

Colonel KirlJiope — ^We can become expel ts m anything 

283 Mr Das — ^In purchasing engmeermg stores, where there is already 
a competent engmeermg department such as the Public Works Department at 
Delhi, you cannot expect to snatch a bttle out of them and divide up then work 
with your department The Stores department was solely created to buy stores, 
to take over completely the railway stores and the military stores You have 
gone out of that track because you are looked with suspicion by the mihtary 
and the railway departments They do not give you any orders You want to 
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talk of tke IVImt department, the Public Works Department , they have all got 
their own engmeers and you cannot oust them The Delhi Pubhc Works De- 
partment IS already buying tar 

Colonel Kirkhope — On one occasion we brought a whole ship load of road ta^ 
into India and divided that ship load up between the United Provmces and the 
Punjab, and we thereby made an immense savmg to the Umted Provinces and 
the Punjab If we can brmg in ship loads of road tar for the Public Works 
Department of every provmce, then we can make an enormous savmg We 
are also doing more than that We are attempting to get road tar which is 
produced m India used in India We hope to use that instead of Trmidad 
asphalt which some people are m favour of. 

Maulm Mohammad Yahuh — I do not suppose it requires any expert 
knowledge to purchase coal tar * 

Colonel Kvrhliope — We are experts in coal tar and road tar We have a 
full eqmpment to test this at the Government Test House 

284 Mr Das — I never knew that the Stores Department have become 
experts m civil engmeermg. It is beyond the provmce of your department 

Colonel Kii hhope — If you will come and visit our test house m Calcutta, 
you will find the amount of work done there of a civil engmeermg nature 

Mr Das — Your test house has nothmg to do with the creation of the 
Indian stores department 

Colonel lixrhhope — The fact remams that it is a part of our department. 

285 Ghairinan — ^May I ask this one question ^ You referred to certam 
expensive specification , what is it please ^ 

Colonel EzrJchope — That refers to the turbme generator set for the New 
DeUu power station 

Chairman — ^Was it subject two per cent charge ^ Have you ever con- 
sidered the question of mtroduemg a shding scale ^ 

Colonel Ell hhope — We have considered a sliding scale We have con- 
sidered the question of reducmg our charges and other tlmigs, but reducing our 
charges will mean our losmg more money and a slidmg scale will mean a 
tremendous addition to our audit expenses and we do not think it is worth it 
particularly as w^e are now consideied to be a non-conmiercial body Under 
the circumstances, it is not worth while incurring excessive audit expen dituie 

Chairman — You seem to be engaged m commercial operations and under 
the present system, because you have a uniform charge, you suffer from a 
sort of survival of the nnfittest You now get all the difficult worlc 

Colonel Eirhhope — We get all the difficult wmik much of which is not 
paymg 

286 Mr N eogy — ^You were referrmg to the railw’^ays 

Colonel Eirhhope — ^Railw^ays have been cormng to us for small amounts 
up till last year when we entered mto the arrangement with the railways 
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wHereby purcbases up to If crores should be charged for at one per cent and 
the balance of 25 lahhs up to two crores should be charged for at per cent ; 
above two crores, it should come down to ^ per cent Smce then we have 
had considerably more support That arrangement was made about he 
middle of August last year and naturally it took some time to filter down to 
the vanous railways, and for them to get busy We had lost aU the contracts 
that had been made that year — ^they usually make contracts somewhere about 
January for the following year Anyhow the result was that from 76 lakhs of 
1927-28, we actually executed orders last year for just over a crore of rupees, 
which IS about 25 lakhs better, our best previous year havmg been 75 lakhs. 
We have been steadily rismg m railway purchases as you wiU see from the 
report that I have given you We purchased 42 lakhs in 1925-26, 75 lakhs in 
1926-27, 76 lakhs m 1927-28 and last year a crore and forty thousand But 
we actually got busmess which we could not entirely execute withm the year 
to the extent of 1^ crores, that is roughly for 48 lakhs more We were expect- 
ing to get 1|^ crores or thereabouts, but I do not think we are gomg to get it 
I am gomg to give reasons for asking for more from Railways which I might 
explam later on Now the railways themselves buy m the country stores worth 
about 8 crores which are not peculiarly Railway Stores 

Mr Neogij — ^You mean the Company-managed as well as the State-managed 
railways ^ 

Colonel KtrWiope — Total about 8 crores The railways are the only people 
whom we can look to a^ present to make the Stores Department seK-supportmg. 
They are the only people who buy enough to keep a department such as we are 
going 

3Ir Das — That was the whole basic idea in 1921 when the Stores Depart- 
ment was started 

287 Mr Roy — If the railways do not buy sufficiently from you, you do 
not hope to pay your own way ? 

Colonel KirUiope — W e never hope to The railways are the only people 
who buy sufficient in the country to enable us pay our way 

288 Mr Roy — ^You have indications that they will progressively give 
higher orders ? 

Colonel KzrJJiope — ^Yes, and then we hope to be more self-supportmg 

289 Mr Das — suppose you are aware that Sir Arthur Dickinson’s 
committee recommended that every railway should have its ovm Chief 
Controller of Stores and that ■'he Stores Department should be reorganised. 
Have you taken note of that ? How do these recommendations of Sir Arthur 
Diclanson affect your department ? 

Colonel KzrJJiope — I do not think they affect our department very much 
I have been many years on railways, I have been head of department on two 
railways and on the railway as a deputy head One of the chief problems of 
railways IS the distribution of stores The chief problem with the railway 
store keeper is the distribution of stores and to keep stores ready for every 
purpose but never in excess quantities 
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jjf;- j)as ^But Sir Arthur Dickinson did not say that 

Colmel Kirkhope — That is my own view of the matter 

Chairman —Let the Colonel develop his arguments We will see what he 
was leadmg up to 

Colonel Kirlhope.—Uj aigument in brief is this, that the railway store 
keeper has as much work as he can do in carrjnng out the purchase of local 
supplies and in keepmg the supplies that he has got which may come from the 
Director General of Stores or from anywhere else and keeping these things 
uptodate, and seeing that he has not too much m stock and also that he has 
always ready in stock the stores for any vehicle or machine which may break 
down at any time I visualise that the store keeper’s job is Ins most diflOicult 
job His simplest job is the purchase of stores Although the Hallway 
Board have decided that practically every railway should have a store keeper 
of qualifications superior to the old type of store keeper, yet it does not appear 
they want to take from us this 1 75 crores which they promised 

290 Mr Das — What is the total store purchase for railways * 

Colonel Kirlhope — Eight crores m India on genual stores not peculiar 
m any way to Railways 

291 Mr Das — You are also purchasing from England? 

Colonel Kirlhope — Yes 

292 Mr, Das. — The local purchase of railways comes to 18 to 20 crores. 
If you can satisfy them you can easily get ordeis from 8 to 10 crores 

ilfr Mitra — I think it will be better if the ivitness is allowed to state his 
whole case and then we enquire him on the various pomts we want to 

Colonel KirTchope — I was saying that the railways purchase about 8 crores 
and I think that there is considerable scope for us to cut into that If we get 
about 4 crores more from the railways, then we would be reac hin g stability. 
I do not thmk it is too much to ask also for a ciore more from the Army 

Another of our small purchasers is the Director General of Posts and Tele- 
graphs He has come to us for certain stores, mostly clothing for the 
postal and telegraph stafi and so on amountmg to about 10 lakhs last year 
This year, I have been constantly m touch with hir Rogers He has taken a 
very sympathetic view of the matter and he has given departmental orders 
that all his purchases should be made through us Already during the four 
months of this year, we have had orders from him to the extent of over 15 
lakhs, as against 10 lakhs in a whole year hitherto This week alone, which I 
have not taken mto consideration, we have placed orders amounting to as much 
as 7| lakhs, which is nearly as much as we placed m any previous year of our 
experience 

293 Chairman — ^What was that ? 

Colonel Kirhhope — Copper wire for telegraphs We have placed an order 
m India for copper wire manufactured here and we keep the whole of the money 
in the country 



101 


294, Mr Das — ^Don’t you think your department is meant for that * 

Colonel Kirlhope — ^It is and I am showmg it is fulfilhng its purpose. 

296. Mr. Roy — ^What about other telegraph stores ? 

Colonel KitJchope — All the telegraph stores will come to us under the 
arrangement that we have recently concluded with Mr Rogers He purchases 
about 39 lakhs in India and about 12 lalchs out of India So I expect to get 
from him an addition of about 39 lakhs and after we have done that, there will 
be nothing more to get from him, or very httle more from him until the rupee 
tender comes in. Then of course 12 lakhs which has gone home will be 
placed m India. 

296. Chairman — I take it that if the tarred roads develop more and more, 
then the whole tar required in India will be got through you by the Road 
Board * 

Colonel Kirhhope — ^I hope so It might be a very excellent thing if all the 
tar was purchased through us Then, we would develop the test house to a 
greater extent than we have done hitherto We have considered putting down 
in the test house, for instance, a model road section, just as in the National 
Physical laboratory and we would try to find out there the best kind of tar 
for roadwork Then, we might not have to import Trmidad bitumen We 
might find the residual bitumen from Burma mixed with tar or oil would do just 
as well, 

297 Mr Roy — ''rt'hat about the major local governments ^ 

Colonel Kirlhope — Some of the major local governments have been very 
good indeed. I mdicated that the United Provinces and the Punjab have 
bought a large quantity of road tar from us The Bombay Government 
has been extremely good They have given us over 42 lakhs a year regularly. 
The Punjab has also been very good indeed Some of the other provinces have 
not used us to anythmg like the same extent 

Chairman — On the figures you gave us the provinces seem to come in 
second m the place of importance after the railways 

Colonel Kirlhope — ^If you lilce you can put it down on an average as 30 
lakhs and multiply it by the number of provinces but they are not bound 
by the stores rules of the Government of India 

298 Sir Frederic Gauntlett — Are not the Bombay figures largely due to the 
Sukkur Barrage ^ 

Colonel Kirlhope — ^Yes, they are but there are also other departments 
which come largely to us They are giving us very extensive business, apart 
from the Lloyd Barrage, although it is the biggest item 

Sir Frederic Gauntlett — ^You cannot quite regard the present Punjab 
figures or the present Bombay figures as normal ^ 

Colonel Kvrhhope — That is why we want to get on to purchase not on capital 
expenditure but on revenue I want for instance to avoid a set back not to 
buy an oil engme for Razmak, but I want to buy the oil that that engine is 
going to use for twenty years 
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299 Ml Das ^Do the Bombay and Calcutta Coiporation purchase 

through you ^ 

Colonel KtiMioxte—lSo, they do not 

300 Mr Roij —Do the Government of Bihar and Orissa or Assam pur- 
chase anytlimg fiom you ^ 

Golonellhilhope Government of Bihar and Orissa buys very little 

and so does Assam Madras is also a small buyer 

301 Mi Roy — "What about the minor provinces under the Government 
of India, such as Ajmer Merwara and Coorg * 

Colonel KiDchope — They come to us for a certam amount of stuff, 

302 Mr Roy — ^No orders from the Mmt, the Security Prmtmg and the 
Northern Salt Revenue department ^ 

Colonel EirTchope — The Northern India Salt Revenue gives a good amount. 
The Security Prmtmg uses us fairly well We buy packmg cases and other 
th in g s The Bombay Mmt has hardly used us The Calcutta Mmt has come 
to us for machmery , but I want oil for the machmery, I want belting for the 
machmery I want to buy copper and nickel If we get orders for copper, we 
can purchase copper from the Indian market 

303 Mr Roy — ^What about civil works under the Government of India 1 

Colonel E^rkhope — We buy for civil works under the Government of India 
I believe only odd items go past us The amount is somethmg like 50 lakhs. 
That is very small 

Mr Roy — ^You had also got support from the Delhi province 

Colonel KirLliope — I may say we have had very good support, but I want 
more I want tar I am not satisfied with the complicated machines that we 
are asked to purchase We did the oiigmal power house and the domes for the 
Legislative Assembly 

304 Mr Roy — ^You feel quite optimistic about the fiitiue That is the 
major point 

Colonel Kirhhope — ^It depends entirely upon what the railways wiU do. 

Mr Roy — ^You seem to get on very well with the railways I see from 
the report that there is a set back only from the army 

305 Chairman — Have you completed yoiu general account ^ We do not 
want to interrupt you in your general account 

Colonel Ktrkhope — I think I have said all and m brief we must get more 
business of a certain character before we can pay 

306 Mr Roy — Can you indicate how best the Committee can assist you 
in getting more business ? 

Colonel Ktrkhope — I think the Chairman of the Committee might himself 
give an order that his mmts must come to us Having done that, once he gets 
his own department tied down by an order to come to us, he can more readily go 
to other departments and say that they also should come to us It seems to be 
an act of want of faith in us, if the department that fathers us will not give its 
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own children orders to come to us That I think would help to put the matter 
right 

Chairman — I will look into the main question and justify the faith there 

IS 

307 Maulm Mohammad, Yaluh — You are getting from the military who 
are the biggest purchasers ^ 

Colonel KirlJiope — We get rather more than a third of our total purchases 
from them and more than half of what I think they could give us 

308 Mavlm Mohammad Yakub — YTiat is the reason for their not giving 
all their orders through you 

Colonel Kirkhope — One of the chief reasons is our departmental charge 
I have spoken to General Atlnnson, who says the Principal Stafi Officers ask 
what it costs him to buj’' and when they find that his cost is about | per 
cent and ours 1 per cent, they tell him to carry on 

309 Maulm Mohammad Yakub, — ^Does it mean that if any department does 
not purchase through you, it has to pay less than what it would if it placed orders 
through you 

Co onel Kirkhope — ^AVell, that is a moot point They have to have the 
necessary organisation 

Maulvi Mohammad Yakub — That is the real point 

Colonel Kirkhope — I think the cost on the military side is about 75 and 
their inspection costs 3 75 AYe cannot purchase at 75 cost with these selec- 
tive purchases that we get 

Maulm Mohammad Yakub — If you get more orders for tar and aU other 
things, it will become cheaper 

Colonel Kukhope — Yes, I should be quite prepared to say that when the 
stores department purchases reach 5 crores our charge for purchases will come 
down to I per cent if purchase is not selective 

310 Chau man — There is one very important pomt The pomtisthat 
although it naight possibly be cheaper for the Army considered by itself to make 
certain purchases duect, nevertheless if the army, by its purchase through your 
department would bring far greater benefit to the Government of India as a 
whole than any possible saving the Army can effect- — if you can estabbsh 
that point, then I think it is a matter for the Government of India to take up 
because our policy ought to be duected by the advantage of India as a whole 
That IS a point which you can note 

Colonel Kirkhope — ^I have answered that pomt to a certam extent and I 
can further establish it 

Chairman — I do not want any answer now You can note that pcint 

311 Mr Roy — Assuming that you reduce your charge, do you expect 
that you will get all the orders from the Army and the Railways ^ 

Colone' Kirkhope — Of couise it will help The Army at present is one 
of our best purchasers 
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Mr Boy; They are jealous of their oira purchases 

Colonel KirUiope —We are at present fighting against vested inteiests 
There is no doubt about that 

312 Mr Roy — ^What is the effect on Indian industries of centralised 
purchases ? 

Colonel Kirlhope — I should not like to say that the centralised purchases 
afiect Indian industries very greatly, but the Indian Stores Department does 
affect Indian industries very greatly indeed and the effect is chiefly brought 
about through our inspecting officers and our various techmcal experts In 
our Administration Eeport is a photograph of part of the bearings of the Bally 
bridge The Bally bridge is a bridge of which the spans weigh twice as much as 
the Sara Bridge It is the biggest bridge ever bmlt for India and this is actually 
bemg built in India and the cost of the girders alone is about Bs 49 lakhs 
But for the existence of the Indian Stores Dejiartment and their inspectors 
I mamtam that that work could not have been done m India 

313 Chairman — ^AVill you please explam your statement that but for the 
existence of the Indian Stores Department and its mspectors that work could 
not have been done in India ^ 

Colonel KirUiope — I must qualify that to some extent Before the exist- 
ence of the Indian Stores Department, the Kailway Department had mspectors 
of its own who did inspection of wagons and so on When we were constituted 
in 1922 we took over all these inspeetors and we have mcreased the number 
considerably We have devoted ourselves constantly to improvement of 
manufacture of railway, material in engmeermg and other works in India , 
and we have now got a certain number of works in Bombay, Calcutta, 
Karachi, which can turn out first class engmeermg work through the expert 
help we can give them 

Chairman — That could have been done by the Railway Department with 
their own mspectors 

Colonel Kiilchope — The railway inspectors are himted in their scope , the 
railway had not specifically laid on them the development of mdustries m 
India, whereas we have 

Chau man — ^It might have been so equally As regards this kind of bridge 
budding work no other authority m India has that except the Radways 

Colonel Kirhhope — I admit that. Sir But we have been the selected mstru*- 
ments If they had been, they might have done as well 

Chairman — That rather weakens your original statement 

Colonel KirlJiope — ^I will go back on that and say that but for a similar 
orgamsation the work could not have been done m India 

Sir Frede) ic Gauntlett — ^Have’nt the railways touched the activities you 
have touched ? 

Colonel Kirlhope — They did not 
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314 Mr Das — ^How many lakhs of bridge ■work have you executed 
as compared with railways 

Colonel KirlJiope — ^Wheu it comes to buymg bridge work, we do practical- 
ly nothing We do a little, but relatively spealcmg as compared with the 
railways, none But we do the whole of the inspection of bridge work for 
railways 

315 Mr Das. — ^About the assistance given by the Indian Stores Depart- 
ment to Indian industries , Mr Pitkeathly once before told us that he would draw 
up each year a statement showmg how far Indian mdustries were being helped 
Have you done anything on that ^ 

Colonel Kirlhope — To some extent we have In our Admmistration 
Report this year. Chapter VI, we have touched on the matter and we have 
published from time to time little booklets on the subject 

31b. Ml . Das — What is the percentage of purchase of articles of Indian 
origm and non-Indian origin 

Colonel Krrlliope — ^That is given in the Admimstration Report 98 per 
cent of om total textile purchase was of Indian origin 25 per cent of En- 
gmeeiing stores 

317 Mr Das — Can you say, Colonel Kirkhope, that your Department 
is assisting the Indian Cotton Industry ^ I would like to know how your De- 
partment IS developing and helpmg existing and new Indian industries ^ 

Colonel EtrJJiope — ^I was gomg on about this bridge The first thmg 
we did in the matter of steel castings for bridge bearings was to examine the 
specification drawn up by the Railway Board for the steel We found that 
that particular specification would not permit of Indian pig iron being used 
in makmg steel castings We went to the Railway Board and we suggested 
an alteration in the specification which increased the sulphur and phosphorus 
m the steel without afiecting the strength deti mentally We got them to 
change the specification with the result that any bearing for a bridge, of cast 
steel, can now be cast in India from Indian material entirely Before that if 
the material was cast in India, raw material would have to be imported 

318 Ml Das — ^I would like to ask about other industries What other 
Indian industries have you helped and developed during your existence of seven 
years hlr Pitkeathly gave us an assurance that such a statement would be 
published and included m the annual report 

Colonel KirlJwpe — ^I do not recollect any assurance in that form 

Mr Das — That is one of the chief functions of your Department Your 
auditor has given a certificate somewhere about it 

319 Mr Neogy — ^May I diaw vour attention to a recommendation ivhich 
was made by the Public Accounts Committee dealing with the accounts of 
1925-26 You will find in paragraph 22 that it is laid down that m so far as 
some of the activities of the Indian Stores aie admittedly of a non-remunerative 
character dealmg with the development of Indian industries, the accounts 
should be separated so as to show how much of the cost is due to this particular 
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part of your work and how muck strictly to tke commeicial portion of your 
work But instead of anything being done on those lines although theie is a 
specific recommendation of the Pubhc Accounts Committee, we find as a 
substitute a certificate from the audit officer saying that the net loss shown in 
this connection — ^page 313 of the piesent report — must not be regarded as a 
dead loss since considerable assistance to and encouragement of Indian indus- 
tries IS given by the Stores Department both directly by way of advice to 
manufacturers and by assisting them to find markets for their products, 
although the cost of these services cannot be segregated from the cost of the 
ordinary work of the Department Do I understand that this is a considered 
judgment on the recommendation of the Public Accounts Comimttee made 
two years ago 


Colonel KirTchope — It could not be done with any degree of accuracy 
It is a matter of administration and the Industries and Labour Department 
have not issued orders on the subject but from what I have seen of the draft 
orders, they propose to say it could not be done on account of the heavy cost 

Ml N eogy — ^And yet I find that this question is shorvn as bemg under 
consideration m consultation with the audit office ^ 


Colonel K^1^c^lope — It is under consideration 

320 Mr Neogy — ^May I tell you also that before the Committee, when 
deahng with the accounts of the year 1925-26, Mr Pitkeathly gave us an idea as to 
what this particular figure would come to ^ It vas Ks 1 to 2 lakhs , or about 
6 per cent Judging from the present loss of Es 5 lakhs and odd, if you 
are to accept Mr Pitkeathly’s figure, you can take credit for a lakh or so out of 
this loss as representing the value of intangible services to the cause of the 
development of Indian industries Do you accept that position ^ 

Mr Ganguly ^After \ ery careful consideration v e find that the figure was 
absolutely imaginary We could put no value A\hatever on it Taking the 
gure for 1926-27, we find Rs 1 lakh and odd, as if it had been mathematically 
calculated The whole thing is pure fiction 

■ffi should like to know what definite facts the audit 

onicer had before himself before coming to this conclusion 

Sir Fi^enc Gauntlett — I think the answer is that he had the assurance 
or tne Indian Stores Department 


Jfo/ian Rao The sentence was put under the ordeis of the Government 
7 If Department They told us that they had con- 

e e hinance Department and the Finance Department agreed to this 
proposa t was quite impossible to separate the non-commercial and com- 
n-rf fi!^ r absolutely impossible to put a money value 

Rlin-nrJ? ^ Department to various industries and the figures 

shown m 1927 were purely imagmary 

Mr eogy Therefore it is shovm m the list of pending questions ^ 
Colonel Kiilcliope It is under consideration 



107 


322 Mr Neogy— Gan the Executive Government instruct the audit 
officer as to what he should say m his audit report ? 

Sit Frederic GaunUcit, — I thinlr the answer to that is that technically the 
Local Government or the Government of India cannot instruct the Auditor 
General as to what he should say in the report, but I am satisfied' that it is 
impossible, without a very considerable extension of accounting system, 
to arrive at any figure which would m any way be an approximation to what 
might be regarded as the mdirect benefits Indirect benefits are almost 
mcapable of calculation I should be very dissatisfied with any figure that 
I could put before you , and it is from that pomt of view that I accepted the 
suggestion and the best thing that could be done was to add a statement like 
that That statement represents the view of the Government of India which 
I accept 

Mr Neogy — This practically embodies the judgment of the Executive 
Government fathered by the audit officer ? 

Sir Fiedenc Gauntlett — ^No The whole matter was consideied m detail 
between the head of the Stores Department and the Accounts Officer He 
sits m the same room He has all the material before him and the two of 
them agreed as to the line of recommendation to the Government of India 
and the Government of India accepted the view and I also accepted it 

Mr Neogy — It is a very legitimate propaganda But what I was saymg 
was whether this is the right place for carrying on this propaganda on behalf 
of this Department It imght have been left to this Committee 

Sir Fredci ic Gaimileit — I am quite prepared to say that the Government 
of India IS of that opinion, but if I were to say that it would look as though 
I did not accept it, wheieas in fact I do accept I am prepared to take the 
full responsibility for that statement It is peifectly true that I have not 
studied the papers in gieat detail to see exactly vffiat particular benefits are 
given to Indian industries, but I think my officer, who has access to aU the 
papers, has studied and I accept his general statement 

323 Mr Neogy — A¥hat are the facts which your officer had before him 
to justify the conculsion ^ Can we have the facts placed before him ^ 

Sii Frederic Gauntlett — The witness is Colonel Earkhope, and not 
myself or my assistant 

Mr Neogy — ^We are entitled to have an answer from the officer who is 
responsible for it, particularly if he is present here ^ 

324 Ml Das — The Indian Stores Department was created m order 
that Indian mdustries might be developed If it exists only to purchase a few 
articles, and if the audit officer thinks that its primary function is not to 
patromse and develop Indian mdustries, then the very existence of this 
Department is not necessary and we have to challenge it 

Mr Ganguly — That was not the only object. The primary object was 
also the economical purchase of stores 
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325 Mr Neogy—TkiB Department is showing a recurring loss One 
justification is that although the Department may not he self-supportmg, 
they are at the same time helping Indian industries Let us find out as to 
how far that is justifiable 

Chairman —I want to concentrate on that 

Colonel KirTchope —I will go back to my steel castings once more 

326 Mr Mxtra — ^May I know whether any attempt has been made to 
separate the accounts of the non-commercial activities of this Department ? 

Chairman— We have heard that it has been found impossible 

Colonel Kirlhope —I said that we had altered the specification of steel 
so that the steel could be made in India, that means that every bearmg of 
•eveiy bridge that is made of steel can now be made in India That is a great 
step 

327 Mr Roy — ^If you had not intervened the orders for these girders 
would have gone to England 

Colonel Kirlchope — ^I will give an answer with reference to steel castings 
When this order was given by the Railway Board to Braithwaite and Company 
for the Bally bridge, we exercised a function which is laid on us We went 
through the schedule of materials which Braithwaite and Company wanted 
to brmg out from England and among them we saw steel castings , and we 
told them that they must not bring these out from England They accepted 
our suggestion and we had actually made in India the biggest steel castings that 
•ever have been made m India They weigh 6^ tons finished But for our 
mtervention these steel castmgs would have gone to England or Belgium or 
somewhere else outside India 

328 Mr Das — ^What is the total value of the castmgs 

Colonel Kirlhope — I have not got the exact figure There are 7 spans 
and each span has got 4 castmgs , there are 28 castmgs — and there were 2 
portions of the castmgs — each weighmg about 12 tons, or 12 multiplied by 28 
If you take a castmg at Rs 18 a cwt 3 '-ou wdl probably get the answer 

329 Maulm Mohammad YaTcuh — ^Any other instance of yoiu achievmg 
like this '2 

Colonel Kirlhope — I can give you plenty of instances WTien I was 
down m Calcutta discussmg this very question of castmgs last March, I 
■suggested that the same works should develop further and make a certam 
part of the draw gear of wagons There are about 200,000 wagons in India 
and each of them has two draw doors They were afraid of this work, 
because they had to stand up to a proof test of 100 tons However I suggesteq 
that they should go on and my local 0£S.cer persuaded them to go on I 
have just returned from Tatanagar and I have seen m the railway workshops 
there these steel castmgs made by this firm and they are standmg up to the 
100 tons test At the same time I also went through the orders that the 
railway workshops had placed for steel castmgs for wagons and I found that 
■out of about 30 items 28 have been placed in India 
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330 jUdiilvi jMcliontmcid Yalvub — Any other materiEl except iron 
and steel 

Colonel KttlJwpe —Paints, oils. Last year, we bought about lakhs 
worth of axle oil (My figures are approximate ) Some years ago we drew 
up a specification for axle oil which could be used thioughout the year Up 
to that time railways had been usmg a certam class of axle oil, a thm one 
in the winter and in the summei they used a thick one, which meant that 
they had to keep t\^ o classes of tanlcs and there was a tiemendous lot of 
duplication We drew up a specification for all weather oil and last year 
we found that the Attock Oil Company could meet that specification, with 
the result that is e placed a contract for about 9\ lakhs with them, for oil 
produced by them and it is used on the N W G I P and East Indian 
Eailwa 3 ^s— the three big State railways We bought imported oil for the 
fourth railway at a cheaper rate, but we bought it from an Indian consti- 
tuted firm— the Burma Shell 

There are also many other thmgs In the matter of cables, electric 
cables, here is the advertisement of the Indian Cable Company With every 
kmd of cable they send out of their shops they attach a label which is a certi- 
ficate from us to the effect that that cable is made to a certam standard 
Every cable that goes through the workshop passes through our hands and 
it is signed by one of our officers We hold that that is a great aid to Indian 
mdustry 

About electric fans, there is a fan known m Calcutta as the ‘ India 
fan We took that up several years ago and we developed that fan until 
it has become a first class fan But unfortunatelj’’ the importers have 
also, seemg this fan was good, come mto Ime and are putting on the 
market a fan that is 5 per cent more efficient 

331 Mauhi Mohammad Yahtb — ^WTiat is the difference in price * 

Colonel Knlho2Je — ^The Indian fan costs Es 104-6-0 and the imported fan 
Es 104 nett But the imported fan is more efficient now In Calcutta 
the other da}* I spent a whole day m gomg mto the matter of these India 
fans with the manufactureis, and we carried out the tests in our test houses. 
We bought on an average a,bout 50 of these fans per month last year But 
for our work I think that fan would not be m the position that it is in to-day. 
Whether it mil survive or not I do not Icnow 

332 Mr Das — ^^Vhat will be the percentage of fans bought in India to 
the total purchases ? 

Colonel Ktrlliope — ^We buy 0,000 fans A C and rather less of D C fans. 
My advice to the “ India ” fan people was this “ If you want to produce fans 
in India you must produce A C fans The Punjab and the United Provmces 
are gomg m for AC If you do not produce A C fans, your sale must remam 
low ” ^so I said that they must produce three tj^es of fans, one which 
will deliver a small amount of air, one a medium amount of air and one which 
will deliver a large amount of air and I have the figure necessary in each case 

333 Kumar Ganganand SinJia — ^Axe the Government of India pnr- 
chasing India fans ^ 
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Colonel Kiilhope — We bought 50 per month last year We have 
to remember that they have only one variety and we purchase about 6 or 8 
varieties 

334 Kumar Ganganand, S%n'ha — Has the certificate you grant to the 
cable company increased their purchases ^ 

Colonel KtrTcIwpe — If they did not believe it aided the sales, we would 
not give the certificate Surely it stands to reason that a man will prefer to 
buy a thing with a certificate of a highly technical officer than a thmg having 
no certificate T presume that you yourself would buy a well known, say, 
cycle, with B S A mark rather than a cycle that had no mark 

335 Ml Mitra — Is it a fact that you are getting gradually larger orders 
every year at least for the last 3 or 4 years ? 

Colonel KtiMiope — In some respects we are getting much laiger orders I 
have shown in my admimstration report how our orders have increased Un- 
fortunately the prices have dropped That is why we buy far more of certain 
thmgs, but we are getting less money because the price has decreased 

Mr Miiia — ^You have got larger orders this year than last year ^ 

Colonel KirUiope — ^I have given the figures in the administration report 
If you look at page 8 you wiU see the result 

336 Mo Moira — I find from your evidence last year that each year we 
are losmg more and more Last year we lost 2 lakhs and odd This year it is 
Rs 5,76,000 

Colonel KorlJiope — We are improving our position You must remember 
that our expenses are going up as well as our loss but oui expenditure is in- 
creasmg less rapidly than our revenue 

337 Mo Moira — ^Do you expect to have better results when you get 
more orders ^ 

Colonel Korlchope — ^AYell, the expenses will grow and the losses will be 
less I may say that last year one of my branches alone purchased in one 
month 26 lakhs more than was ever purchased before in any one month That 
shows the capability of expansion It all depends on the material we are 
handhng For instance if I get tai from every province in India I would make 
]ust one contract and that would pay 

CJiaooonaoi — I thinlc Colonel Kirkhope has made that position quite clear 
at the beginning He has told us defimtely, first of all, that if he does not get 
the buUc of the railway ordeis he cannot make the department pay He has 
told us secondly that if the depaitments that deal with improvement only give 
himthe most difficult orders to place he would find it very difficult to make the 
department par The question is, is it worth while for the Government of India 
as a matter of pohcy to put pressure on the departments to meet these two 
requirements ^ 

Sir Frederic Gauntlett — ^I may point out, Sir, that there is one section 
alone of his orgamsation which pays at present and that is the Metallurgical 
Inspection Department 
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Colonel KtrlJiope — There are other sections that pay The Calcutta 
Inspection circle would have paid last year but for the strikes The strikes 
hit us very badly, to the extent of about 4 lakhs We have made in Calcutta 
a profit of about 3 per cent On the inspection side as a whole we lose 12| 
per cent per annum, on 1 he purchase side on the whole we lose 48 per cent 
on the Indian Stores Department as a whole we lose 26 6 pei cent 

Chairman —Well, I should like to have a clear statement of the case for 
the attack and I should like to have defimte questions on that pomt 

338 Mr Das — ^Before I come to that I want to raise one pomt on which 
Mr Pitkeathly while givmg evidence before this Committee in 1925-26 laid 
particular stress 

(Reads) “ One has got to keep mrmnd the fact that the object of establish- 
ing the department was to assist Indian industries ” 

and later on he said 

“ Owmg to the backward state of some of the industries m India we have 
to do a great deal of educative work, and aU that you can hardly measure m 
terms of money” 

At that time Mr Neogy and I who happened to be members of the Committee 
expected that m their annual reports and statements the Stores Department 
would show us by tables and statistics how they are developmg Indian mdus- 
tnes how they are doing the educative work also I find now a contradiction 
from the report of the department saying that this is not the primary function 
of the Indian Stores Department 

Chairman — We have discussed what is the primary function It has 
been quite clear from the whole of the discussion that that is regarded as one 
of the iimctions 

339 Maulm Mohammad Ydkvib — ^^Vhat other industries has he given an 
impetus to, for instance, what about the cotton and hide mdustries ^ 

Colonel Kirhhope — That is all given m the report on the workmg of the 
department I may refer to Chapter n 

Chairman — Has every body read the report ^ 

Mr Das — It never came to us 

(Several other members complained hat they had not received the report.) 

Cdonel Kirhhope — We sent out 5 copies on Monday. 

Chairman — ^Let us hope that n future years his repoi-t will be available 
m good time 

Will the Committee be content to reserve the further exam nation o’’ Colonel 
Kirkhope on the question of benefits to Ind an industries until they have read 
this report ^ I think as a matter of fact we have had a good deal of mformation 
from Colonel Kirkhope m the course of this mornmg We have dealt now with 
the prospects of the department paying and we have had a clear answer from 
Colonel Kulchope about that We have also had a veiy interestmg account 
from h i m of certam thmgs which the department has done to advance Indian 
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industries and we understand that there is more information available m this- 
report So perhaps we could leave that point for the moment 

340 Kumai Ganganand Sinha — Sir, I would like to refer to some im- 
portant comments made by the Auditor General at page 318 

GMi'iman — ^We are dealing now with the question of policy of the de- 
partment 

341 Mr Das — Sir, I would lilce to have a little more amplifiation of the 
policy of the rupee tender and how far the rupee tender system when properly 
established, — as we were assured last year a consulting engineers’ firm has 
already been estabbshed in India, — will assist the work of the Indian Stores 
Department 

Colonel K-i^Uiope — That is a rather difficult matter I would like to have 

an absolute and direct question 

342 Mr Das — You referred to the question of rupee tender without our 
asking you, and last year while we were discussing this subject we were told that 
the consultmg engineers’ firm is going to be established in India When Gov- 
ernment adopts the policy of rupee tender how far is it gomg to help us ^ What 
proportion of orders in excess do you hope to get when the rupee tender system 
IS established * 

Colonel Kiolhope — Leaving apart the question of the pobcy of the rupee 
tender and all that sort of thing, I think I can say this that the rupee tender 
to start with will probably not put a smgle peimy more into India, that is to 
say, into Indian industries for the first few years 
V M), Das — I am askmg you about the Indian Stores Department How 
much \vill /ou benefit in money 

Colonel KiiMiope — I have only one definite reply to that , at least I can 
only be definite on one point, and that is this the Director General of Posts 
and Telegraphs tells me that when the rupee tender comes m, the 12 lakhs and 
a few odd thousand rupees that he spends in England will come into our hands. 
I have no definite information from any other department 

343 Mo Das — In that case wiU you arrange your inspection through the 
London Stores Department * 

Colonel KxoUiope — That is speculative, it ''depends on developement. 
So far as we can see if we are to be the agency through which mspection is to 
be made we shall have an inspection agency in Great Britain which will look 
after the work that is done in Great Bntam and on the Gontment But I 
do not know that we are going to be that agency 

344 Mr Neogy — Are you not makmg a too sweeping remark when you 
say that the rupee tender pobcy will not bring a penny more ^ 

Colonel Kirkliope — It certainly brmgs more mone}’’ to India because there 
wiU be agency fees and all that sort of thing But I only said that at the 
beg innin g it will not brmg more money into India, so far as manufacturers go 

346 Mr Neogy — ^As far as I recollect the Government Resolution deabng 
With this question of rupee tender laid down that a slight preference is to be 
given to the Indian mdustries m regard to rates. 
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Colonel KtrlcJiope —That is correct Even now a slight preference is 
given to the Indian industries But the competition m India to stait with 
will be more intense than it has been ever before I am not making any 
defimte statement because I cannot be speculative, but it is just possible that 
more orders will be sent out of the country than is the case at present , but 
eventuallv India will benefit I do not believe myself that m the first two or 
three years India wih benefit a penny except on the agency fees 

Mi MiUa — In fact m one of j^’our earlier statements you said that we wiU 
be benefited by the rupee tender 

Mi Das — I understand that his department is not gomg to be 
substantially benefited except by a few lakhs as soon as the rupee tender 
system is adopted 

Glmirnian — ^What he said was that he only had definite figures fiom the 
Posts and Telegraphs Department which would be afiected to the extent of 
12 lakhs 

346 Mr Das — Sir, will you permit me to ask him further about railway 
stores ^ I am doubtful if the department will get any more orders from the 
Eailway Depaiiment because we had a discussion last year at Simla on the 
floor of the House and we undeistood from the Railway Member and the 
jFmancial Commissioner that they are going to develop their store depart- 
ment 

Chairman — I suggest that we leave this question foi the examination of 
the Railway witnesses 

347. Mi Das — Sir, we will not have agam a representative of the Stores 
Department before us by the time we read their annual reports I would only 
suggest that they should embody in their future reports the amount of pur- 
chase made of articles of Indian manufacture 

Colonel Kiilhope — It is 98 per cent of textiles 

348 Mi Neogy — ^You could not help patronising Indian textile industries 
to a certain extent ? 

Colonel Kiilhope — I dispute that, Mi Neogy, but I do not wish to claim 
that we have benefited the textile mdustry to anythmg like what we have 
benefited the other industries But we still have benefited the Indian textile 
mdustry to a certam extent It occurs to me that m my admmistiation report 
we have shown that our experiments have proved that a certain dye called 
ASTER is a good substitute foi Turkey led dye This Turkey red dyeing is 
an elaborate piocess and it is not done m India The consequence was that 
all red materials, puggrees and so on, that had to stand exposure and 
perspiration had to be imported dyed with Turkey red dye We experimented 
and found that this ASTER gave equally satisfactory results as regards 
lastmg properties and we foimd that it is a simple process which can be 
carried out in any Indian miU Now our orders for red puggree cloth, etc , go 
to Indian mills and there is a slight direct benefit, 

I do not say that we place now 98 per cent of oiders m India and if we had 
not been there only 30 per cent would have been placed. I only say that we 
H62CPBF]nD « 
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have to a certain e\tent improved even tlie highest developed industry in 
India, textiles We have done it in dnlls and dyes and othei things We 
are now working on anothei dye which is used iii large quantities by practi- 
cally cveiybody in India We have deyeloped blue dyes to some extent. 
In fact one mill m Bombay, the Sassoon mill, tell me that they can get more 
for our rejected blue dyed material than wc give them for the dyed mateiial we 
have passed And not only Sassoon’s but othei mill owners m the coimtxy tell 
us we benefit them In Bombay I saw the President of the Millowners’ Asso- 
ciation recently and othei influential persons and they all say that our inspec- 
tors keep then men up to the maik and improve their product We cannot 
say that it is 5 oi 10 per cent or even 1 per cent but even if it is a quarter per 
cent that is all I claim 

Ghmiman — 1 thmk this is important To take an illustration of the red 
dye, if the Indian Stoics Department can make the local textile people supply 
articles of that kind which they want for their own use, it also fits them to 
supply articles foi the geneial consumption of India 

349 Ml Roy — Have you assisted the carpet mdustr} to any extent ? 

Colonel KnUiope — I should not like to claim much on that account We 
buy a large mimbei of carpets 

Ml Roy — Hai e you done any thing to mipiovc the carpets ^ 

Colonel KvlJiope — I thmk ue can claim to have improved the d}emg 
of carpets , v e have given lasting dyes to them and v e have improved ciiw 
patterns and uorkmanship generally’ 

Mauhi Mohammad Yaliib — Where do you place your orders for carpets < 

Colonel Kiilhope — In Amritsar Agra, Mii/apur and Kashmir 

Ml Roy — Do you buy exclusively Indian carpets or foreign carpets 
also ’ 

Colonel Kiikhope — There vas one celebrated case where we imported 
a foreign carpet but we have never done it since 

350 Chairman — Have wo dealt with the whole question of policy winch 
this Committee wants to raise in connection with the Indian Stores Depart- 
ment ’ 

Maulvi Abdul Matin Chaiidhia y — I thmk the discussion wall be facilitated 
after we have read the report 

Chan man — We have very little more time to give to the Stores Depart- 
ment, and we have a lot of wmrk to do stiH 

Ml Das We should like to take a little bit of moie time because we 
find that this department has not patronised India m the matter of 
purchase and Indianisatioii 
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Evidence taken at the seventh meeting of the Public Ac- 
counts Committee held on Thursday, the 15th August 
. 1929, at 2-30 p.m. 


Present 


(1) The Hon’ble Sir George Schuster, Ghanman. 

(2) Dilr T A K Shervani, 

(3) Mr B Das, 

(4) Mr S C Mitra, 

(5) Kumar Ganganand Sinha, 

(6) Mauhn Abdul ]\Iatin Chaudhury, y Members, 

(7) Mr K C Neogy, 

(8) Maulvi MoHAMaiAD Yakub, 

(9) Mr K C Roy, 

(10) Lieutenant-Colonel H A J Gidney, ^ 


(11) Sir Frederic Gauntlett, Auditor General, 

(12) The Hon’ble ]\Ir E Burdon, Financial Secretary, 

(13) Mr J E C Jukes, Controller of Civil Accounts, 

(14) IVIr 0 A Travers, Accountant General, Central 

Revenues, 

(15) IVIr T K Rajagotai^an, Officer on Special Duty, 

Finance Department, 

(16) hir P M Rau, Audit Officer, Indian Stores De- 


VWere 

sent 


also pre- 


partment, 

(17) IVIr B Kehru, Deputy Auditor General, 


Lieutenant-Colonel K M Kirkhope, Chief Controller of') 
Stores, Indian Stores Department, 

Rai Bahadur J P Ganguli, Under Secretary, Depart- 
ment of Industries and Labour, 

Mr R R Rears, Assistant Chief Controller of Stores, 
Indian Stores Department, 

hir Tin Tut, Deputy Secretary, Department of Indus- | 
tries and Labour, 

Mr E V Gregory, Assistant Controller of Stationery 
and Printing, J 


'W^tnesses, 


Grant 66 — Indian Stores Department — continued 

351 Maiilvi Abdul Matin Chaudhury — ^I want to enquire what is bemg 
done in the witness’s department towards Indiamsmg it with a view to secure 
economy in the administration 


Colonel KirJchope — I do not thinlc that Indiamsation will escure economy 
unless one Indian officer does more than the work of one European officer, 
because they are getting exactly the same wages 

Maulm Mohammad Yalub — But what about leave allowances and over- 
seas allowances * 

Colonel Kirlhope — ^AVe do not get overseas allowances except one or two 
who have been taken from other departments like myself The Indian officer 
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and the European officer get exactly the same treatment as regards pay, allow- 
a nces and leave 

332 Maulm Mohammad Yalvb —Leaving aside the question of economy, 
what about Indianisation ^ 

Colonel Kirlhope —At present theie are 63 officers in the department of 
whom 30 are Indian and 33 European , we have done our best to secure Indian 
officers the recruitment is through the Public Service Commission and all appli- 
cations must come from statutory natives of India as you wull have seen in the 
papers — so that the Indian has the first chance If w^e fail to get Indians, as we 
have done, of course we have to go home We have failed over and over again 
Owing to the difficulty of not gettmg fully tramed Indians, w^o have taken 
Indians who are not fully tiamed and have attempted to train them and ivith 
some measure of success One Indian had a Government scholarship in pure 
physics and we sent him to the Metallurgical Inspectorate He gave a good 
account of himself after the first year and we kept him on and I have just 
recommended that he should come on to the indefinite agreement — ^he has been 
with us nearly five years now — that is as near as w e come to permanency in the 
department We had another Indian who w\as a metallurgical scholar but 
unfortunately he came too late , we had no post of that sort vacant and so we 
put him in as a casting inspector imdei a European and he was trained for a 
year at the end of which he was reported on as fairly satisfactory but had not 
got sufficient experience and so we have kept him on and w'e hope that in a year 
or twm he will become a fiist class man at any rate there is no chance of his 
leaiung the department unless to benefit himself I may say that I had to pay 
the training charges of these men from my own budget There w'as another 
Indian — a metalliugical scholar — and w'e took him on long before it ivas neces- 
sary to take him on having no vacancy but he was tramed by us and m time 
we found a suitable job for him — in fact he is inspecting the cables of which 
I show^ed the illustration In addition we have two Indians wffio were selected 
by the Public Service Commission for training and they are undergoing training 
on a course of three years they are paid Es 375 a month, wffiich again comes out 
of my budget, for the first year and they rise by Es 50 provided they pass their 
examinations they are tiamed in the metallurgical inspectorate and the Gov- 
ernment test house and in various other branches of the department and finally 
they are put into the special branch in which w’’e hope to employ them That 
IS what we have done tow aids Indianisation 

353 Maidvi Abdul Mahn Chaudhw y —W e find that vacancies in the 
inspectorate could not be filled up because of the difficulty of finding suitable 
candidates Does that mean that throughout all India you could not find smt- 
able men for these posts 

Colonel KirMiope — I have told you that it is the duty of the Public Ser- 
vice Commission to find men for us and they have failed 

354 Mr Neogy — Is it not a fact that a responsible officer of your depart- 
ment IS invariably associated with the Public Service Commission for the pur- 
pose of making a selection and that the selection depends upon him more than 
upon any one so far as the technical qualifications are concerned ^ 
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Golojiel Kirlhope — It is a fact that one of oui officers is usually piesent 
The Public Service Commission may invite one of our officers to help them if 
they like 

Mr Neogy —And they always do * 

Colonel Kirlhope — They always do , hut you knew that on the Public 
Service Commission there are scientists as well as educationists 

355 Mauhi Abdul Matin GhaudJmry — have got here a list of mspectors 
and I find that most Indians have got a certam amount of degree and qualifica- 
tions which the Europeans do not there is no qualification attached to them 

Colonel Knlhope — ^If I may speak perfectly frankly — and I would rather 
do so — I do not Icnow if any of you read a lecture that I read to the Institution 
of Engmeers recently m Delhi I then went into the question of training 
Indians and I brought out what I believed to be a fact that Indians in general 
attach far too much importance to a umversity degree We do not want men 
of that sort anyhow in the lower ranks we want men who know the practical 
work it is no use a man with a degree commg along to some one who is buildmg 
a bridge, probably for fifty years and saymg “ you are not doing this work 
propeiiy ” That man must have done the job himself and know how to do it 
That IS the difficulty in gettmg Indians at the present time If they will go to 
a college and take a degree, by all means let them do it I have been to college 
myself, though it was many years ago , but they must go through the shops as 
well or they are no use to our department 

356. Mr Das — ^Do you not think the fact that the system of admimstration 
prevailmg in India does not allow Indian young men these facilities for traimng, 
whether in a lailway engineermg woikshop or anywhere else accounts for the 
fact that the Indians are not equipped with that knowledge 

Colonel KtrUiope. — ^I do not quite understand 

357 ilf ? Das — You say that because the Indian vouth does not go through 
the workshop training he is not fit for yoiu department and you also observed 
that the Indian youth veiy often goes for univeisity degrees The fact is that 
a university degree, whether in India or abroad, is easilv available to an Indian 
youth but woikshop training, whether in the very Ctovernment workshops or 
in othei engmeeiiug woilcshops in India oi England, is not available to the 
Indian youth Do you know it foi a fact that in the Assembly we have im- 
pressed upon the Government that whenevei the High Commissionei makes 
any purchases jiom firms, he should insist that Indian youths should be given 
training m those firms, and yet the High Commissioner has failed so far 

Colonel KirUiope — ^I Icnow that I do not thmk it is true 

Mr Das — That is true I will shout it from the housetops 

CJia I man — The point is an important one , but I hardly see how the 
witness can be made responsible foi answering it 

358 i/i Das — Y^hen this department came into existence out of the 
Stores Purchase Committee, it was recommended that the reciuitment should be 
primarily from statutory Indians and every yea the reciuitment has gone on . 
and now we find here that out of 60, moie than 30 .ire Europeans I lemember 
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I was in the Standing Finance Committee four or five years ago when there were 
only ten officers of whom four or five were Indians, every year, therefore, the 
European recruitment has been growing and we are not at all satisfied m the 
matter of encouragement of Indian industries we are not even satisfied in the 
matter of recrmtment of Indians to these offices 

Chairman — I quite understand your point and I appreciate it But 
Colonel Kirkhope’s answer is that it is difficult to get Indians who have been 
through a proper workshop trauaing and that has made it difficult for his 
department to make all the appointments from among Indians You then 
raised the question that it is difficult for an Indian to get training facilities and 
to go through a course in the workshop I say that that may be a fact, but 
Colonel Kirkhope is hardly responsible for it 

Das — I am not holding him responsible for it, but I am holding him 
responsible for the administration of the department of which he is the head and 
if he goes against the fundamental recommendation under which his depart- 
ment was created, we as a Committee could question the existence of his depart- 
ment 

Chairman — I think it is hardly fair to him to say that he is going against 
a fundamental recom m endation of the Committee If you see the proportion 
of Indians in the department is steadily increasing It was 14 and 2 , it is 
now 33 to 30 

359 Ml Roy — ^Do you really believe that we cannot produce the neces- 
sary recruits you want in your department ^ 

Colonel Kiilhope — ^It is not my responsibility to produce them there is 
the Public Service Commission 

360 Ml Neogy — Do you know that in Mysoie they run then entire iron 
works without the assistance ot a single non-Indian and that they run the whole 
of their railway system without such assistance ^ How do the Indian States 
manage to do it ? 

Colonel Kirkliope — ^I do not know 

361 Mr Roy — The point is this the qualifications for the candidates are 
prescribed by you or by the Public Service Comrmssion ^ 

Colonel KirlJiope — We have a certain amount to do with it certainly, but 
the qualifications which eventually go to the Public Seivice Commission are laid 
down by the Industries Department 

Mr Roy — Of which you are the constitutional adviser * 

Colonel Kiikhope — They can take my advice or not 

Ml Roy — I cannot believe for one moment that you cannot get enough 
qualified candidates in India 

Chan man — Cannot we get away from this general discussion^ The 
witness has helped us much more because he has stated that he does not find 
it easy to get Indians who have been through the training in the^ops 

Colonel Kirkhope — I have gone further and I have said that we have 
taken into our department imtrained men and trained them successfully any- 
J’ow to a certain extent 
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Qhamnan — do not want to ask geneial questions we want to see kow 
we can provide better facilities for w orksbop training for Indians 

362 Mr Neogy — ^l.Vill Colonel Kirkhope kindly make an inquiry from 
certain Indian States wincb have succeeded in runnmg tbeir technical depart- 
ments with the assistance of Indians exclusively as to how they find their rec- 
ruits ? Mysore does it and Baroda does it and Hydeiabad and Travancore to 
a certain extent 

363 Mavhi Mohammad Yalab — Do vou prescribe the qualifications^ 
The Public Service Commission cannot appoint men who are below the 
standard prescribed bv you ? 

Ghanman — Obviously Colonel Kiikhope must prescribe the qualifica- 
tions which he thinks come up to an adequate standaid 

364 Manlm M ohammad Yaluh — The point is, is it possible to devise 
means to produce more qualified Indians ? 

Colonel Kvlhope — The standaid laid down is a veiy simple one we 
demand a minimum of tliiee yenis’ woikshop training and a degree equivalent 
to a membeislup of an Engineering Association like the Civil or the Institu- 
tion of Engineers of India, and a ceitain amount say two veais, of experience 
outside the appieutinceship it is a ^ eiy simple thing , if they do not have this, 
we demand, I think five years workshop ti a ining 

365 Mardii Mohammad Yaluh — Can vou suggest any mean^? of pro\id- 
mg Indian students w'lth workshop tiaimng ? 

Colonel Kiilhope — I cannot 1 was speaking to Sir Philip Haitog the 
other day about this paiticular question and he mentioned to me that he had 
spoken to Sir Malcolm Hailey and as far as I can recollect his w ords they w’ere 
that the United Provinces has not got a suitable engineering college 

Maxilm Mohammad Yaluh — ^Miat about Rooikce ? 

Colonel Kirlhope — l know Eoorkee lint it is not foi mechanical 
engineering I am not talking about cnil engineeiing India does produce 
civil engineeis but I am talking moie about mechanical engineeiing — men 
who can look after bridges wagons and so on and he said to Sir Malcolm 
Hailey “ the first thing you want in ’vour pioMuce is an engineeiing college ” 
I happened then to mention to Sii Philip Hartog that I had been a member of 
the Board of Industiies of the United Provinces foi tw'o yeais from 1920 to 
1922 and I was then also the head of the mechanical engineering depaitment 
of the 0 and EE I had two \eiy laige shops which employed 6,000 men 
and into those shops we look some 23 Indian youths fiom various colleges 
round about and we ga%e them a practical training Now' I do not want 
to say too much about it, but these youths would not take this practical 
training they would not take their coats off and go into it as the ordinary 
boy in England w'lll 

Maulvi Mohammad Yaluh. — ^Although the unemplovmcnt pioblem is so 
severe ? 
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Colonel Etikhope — That is a fact I had a strike theie which lasted 
82 days and during this strike I said to these hoys “ Go into the running sheds 
and work among the lunmng engines and there you will learn fai more than 
you ever will in the workshops ” I know I leaint more from this source 
during the strike at home than from anythmg else , but these boys all refused 
pomt blank and I had to turn them away from the shops , they said the 
engine shed work ivas too duty That is exactly what I have to complam 
about 

if? Das — That is a sweeping statement and as an engmeer I strongly 
protest against it it is political and controversial 

if? Mitia — I think it depends upon the selection you cannot say that 
throughout India you cannot get boys to take to manual work 

Colonel K'l'jlJiope — May I continue? Now, at that time, as a member 
of the Board of Industiies I was closely associated with a scheme for providmg 
a proper college in Lucknow which was gomg to be adjacent to the engmeermg 
workshops of the 0 and E K and we weie going to take a large number of 
boys , we were gomg to have a special part of the shop set apart for the boys 
where they could have the practical course , but it fell through foi want of 
funds You can revive a scheme of that sort 

ChaiJ man — So, that should be one of our recommendations 

Mr Das — Certainly not This is only one side of the argument and the 
Committee has nothing to do with the personal experience of Colonel Kirkhope 
The proper type of Indian boys are not allowed to be leeruited 

Chaiiman — Colonel Kiikhope vas asked foi his lecommendation as to 
what Government could do to make a^ ailable a laigei suppl}’' of qualified 
candidates foi his depaitment He made no suecpmg statement he simply 
gave us a veiy inteiestmg bit of his ovn peisonal expeiience , you may say 
that it IS not typical and there may have been speci.il reasons and that you 
will get Indian boys , but at the same time he was quite in order to give us 
his expeiience , you are not right in saving that it is a sweeping statement 

Colonel Kvhliope — I have been associated witii this tiaiiiing of boys all 
over India , during the wai I passed no fewer than 00,000 Indians through 
various tiaimng camps and trained them in all sorts of techmcal woik , 
I have been on three State Eailways and I have been associated ivith schemes 
of education and I have watched the results ot these things since I left the 
Eailways and I have been in contact with the Director of Industries in Bengal, 
who is an old friend of mine and who was associated ivith me many years 
ago m these very schemes , and he tells me that in Bengal norv, in conjrmc- 
tion with the E B Eailway, they arc training lads and that he can get 
the boys to do anything 

Colonel Gtdney — I can say from my knowledge that theie are numerous 
training institutions in Bengal which provide veiy fine technical men 

Colonel Kirkhope — Yes, you are light 

366. Mr Roy — Have you visited the Mechanical Engineering part of 
the Benares Hindu Umversrty ? 



121 


Colonel KirUiope — I was on the Board of Studies of the Benaies Hindu 
University from 1921 or thereabout for a year or two 

Mr Roy — Then the assertion you made that you cannot find Indians who 
are able to do hard work is not quite correct * 

Colonel KtiJcJidpe — I did not say that I said it is difficult to get the 
pupds to go through the workshops course because of the dirty work 

Chairman — We need not pursue this discussion as to what the difficulties 
are Everyone is agreed — mcludmg Colonel Kirkhope — that it is desuable 
that if the policy is to recruit Indians foi this department, it is necessary 
to consider what means should be adopted to provide a supply of suitable 
qualified candidates for the Department 

Colonel Kirhliope — I may say, in addition to what I have said already, 
that we have under consideration a scheme for the definite purpose of trainmg 
men At piesent we have 2 students and it is very difficult for us to tram 
more than 2 at a time They may pass or they may not, but the intention 
of the department is to continue that scheme for some time Anyhow, it 
must be continued until the flow of recruits is sufficiently large to enable us 
to abolish it 

Chairman — It is quite clear that this Committee would like to have 
further details about that scheme I think it would meet our views for 
the recommendation of this particular subject if we say that the Committee 
desires to comment on the fact that a large number of non-Indians are still 
being recruited for the department and that if the reason foi this is that 
suitable qualified Indians are not available for recruitment, steps should be 
taken to see tliat proper training facilities are available 

367 Maulvt Mohammad Yalub — We would like to laiow what other 
recommendations you can make on the subject of giMug facilities for their 
training ? 

Colonel Kirkhope — I have mentioned alieady that we have two men 
definitely undei the three years’ course of framing and the idea is — I do not 
knov what my Honourable Member will decide — to extend the scheme on 
simdar lines Anyhow he is favouicblo to a scheme of tiammg Indians 
within the department 

368 Manlvi Mohammad Yakub — Can you suggest ant' scheme by which 
Indians may get training m lailway workshops ? 

Colonel Kirkhope — They have entiance examinations to these woik- 
shops The competition is very keen and the railway shops are full as 
full as they can be They hav'e in Bengal particularly, and I daresay rn Lahore 
too, what they call a Board of Apprenticeship Training on which railway 
officers are represented and also educational officers Their training grounds 
are the railway workshops in and around Calcutta 

Mauhi Mohammad Yakub — ^Have they got any educational qualifica- 
tions for these candidates fixed ? ' 

Colonel Kirkhope — ^You are asking me too much T do not know the 
details of everything 
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Matthi Mohammad Yalub —You said that you do not want men of 
University degrees for this kind of work But if the department has fixed 
educational qualifications poor Indian boys cannot do anything but get those 
degrees 

Colonel KirUiope — Let me conect an impression that I might perhaps 
have given The University degree is of less value than the practical work for 
the men that I am tallcmg about In Bengal they do get scientific traimng 
and in con]unction with practical training they do eventually have a Uni- 
veisitj degiee 

Chairman — Othei thmgs being equal, you will rather have a man who 
has got a Univeisity degree as well as practical training 

Colonel KtrlJiope — Yes 

Maulvi Mohammad Yalub — You will give preference to a man who has 
got a University degree and also practical training ? 

Colonel Kirlhope — Yes , but the piactical trammg is essential How is 
a man going to help the industry if he does not know the industry himself 

369 Maulvi Mohammad Yakub — I would ]ust like to ask a question 
concerning my local patiiotism Have you done anything to help the Morad- 
abad brass work ? 

Colonel Kiilhope — We do not buy anything of that sort 

Maulvi Mohammad Yakub — I may tell you that during the war Moiad- 
abad sold lakhs of spoons and forks Even now in many hotels in India the 
spoons and foiks are supplied from Moiadabad 

Colonel Knkhope — If any department will come to me for spoons and 
forks in futuie, I v ill mention to it the possibilities of Moradabad, but I am 
not buying spoons and forks 

370 Ml Mill a — Have you done anythmg for the waterpi oof industry 
of India ? 

Colonel Kiilhope — We have done a great deal for it We bought only 
last week 1475 waterproofs from a firm m Calcutta We are buying a great 
number of waterproofs 

371 Ml Mill a — What is the total number you have purchased ^ 

Colonel Kiilhope — That I cannot say We buy practically all our 
wateipioofs from Calcutta and also postal bags, motor car covers, etc 

372 Ml Mill a — Are they imported by some Calcutta firm ? 

Colonel Kirlhope — In some cases the cloth is imported At the present 
time we are trying to get the Indian textile people to produce a cloth that la 
sufiiciently closely woven and beaten up to stand water The ordinary Indian 
made stufl is not good enough We may succeed or we may not succeed One 
difficulty IS that tbe short staple of Indian cotton will not stand intensive beat- 
ing up It IS not long since we have had an opportunity of developing this 
waterproof busmess IV e are buying them for the railways and that particular 
purchase was also for the railways We now have large purchases of water- 
proofs and w'e can now help Indian industries when wc have scope for doing '■0 
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372 Mr MUra — Aie you quite sure that the indigenous stufE of water- 
proof has not passed the test of your test house quite satisfactorily ^ 

Colonel KtrJchope — ^It has passed certain tests in the test house but the 
Indian proofed material is not Indian woven to the best of my belief 

Mr M'lt'ia — ^WiU you please make more inquiries ? 

Colonel KtrJiJiope — ^We deal with so very numerous thmgs that I some* 
times fail m my memory, but I know anyhow that we are defimtely endeavour 
mg to get an Indian material that will piove a satisfactory waterproof I know 
exactly what you are driving at That stuff is waterproof but we found that 
we were supplying most of this particular waterproof stuft to postal peons who 
Tide bicycles and we found that the movement of then arms and legs soon made 
the garment leak We densed ourselves in the test house a machine that 
duphcated as nearly as possible the movement of the human body and ne are 
now trying to get this closely beaten up stuff I may say that I met the water- 
proof manufacturers in Calcutta about a fortnight ago and I discussed this 
matter with them 

373 Kmnai Ganganmid S%nha — You have told us that with the Pubhc 
Service Comimssion sits the Technical Adviser of the Indian Stores Department 
when they make the selection I would like to know the nature of the advice 
which the Techmcal Adviser ohers to the Comimssion May I knoiv whether 
the Pubhc Service Commission invariably accept his advice or do they some- 
times oveiride his advice and make their own selection ^ 

Colonel KnUiope — I might say straightaway that the Techmcal Adviser 
of the Pubhc Service Commission has never oftered any advice whatever to the 
Public Service Commission He merely sits there and asks certam questions 
and the Commission itself is left to make a recommendation We have nothing 
whatever to do with it We do not even see their recommendation unless it 
comes to us through the Industries Department 

Colonel Gidney — ^How can a non-technical Public Service Comimssion 
understand the replies given 

Colonel K^rlhope — It is astomshing how much they do know They have 
a very wide range of knowledge 

374 Chairman {Paragraph 53 of the Auditor General’s lettei) — Are there- 
any questions that you would like to put on this account Sii Frederic 
Oauntlett ^ 

Sir Frederic Gamitlett — The progiessive increase m the nominal figure o^ 
loss in the accounts has already been dealt with very adequately this mormng 

375 Mr Mitra {Page 318 of the Report — Impoitant comments) — ^Have 
you any regulations to regulate the acceptance of contracts 

Colonel Kirhhope — ^No, whatever contract comes along we take it, provided 
it 18 from a department that we are free to deal with 

Mr Mitra — So there are some fixed regulations by which you judge these 
contracts before acceptmg them 

Colonel Kirhhope — I do not really quite understand what you mean 
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Mr Miira — I mean tenders and not contracts Have yon any fixed rule 
by which you guide yourself ^ 

Colonel Kirlhope -AYe open the tenders in pubhc as you know and any 
tenderer is at liberty to be present at the opening of tenders and we read out 
the name of the tenderer and also the tender price 

Mr Mitra —I want those details I want to know whether there are any 
fixed principles bv uhich you -guide yourself ^ 

Mr Gangiih —We take the lowest satisfactory tender 

376 Mr 3IiU a — Have you any objection to place the hst of the approved 
tenders in the library of the Assembly ^ 

Colonel Kvlliope — We are making over 20 000 contracts in the year and 
I do not think we can do it without a great deal of trouble We pubhsh the 
result of every tender that is made of the value of over Ks 100 in the Indian 
Trade Journal We advertise all contracts of Es 5,000 and some even under 
Es 5,000 when we are not very certain of the source of supply IVhen a con- 
tract IS awarded we pubhsh it in this booklet 

Mr Roy — ^But there are no details of the tender You only say that the 
following tender has been accepted 

Colonel Kirlhope — It will take ^ olumes to publish that 

377 Mr Roy — Would you place a hst in the Committee room of the House 
when you do not accept the lowest tender vuth your explanation as is done by 
the High Commissioner ^ 

Colonel Kirlcliope — I should personally resist it on the grounds of cost. 

Jf r Neogy — Are the cases so numerous in which the lowest tenders are 
not accepted 

Colonel Kiilhope — I do not think so 

Ml Neogy —Then how does the question of cost come in You are 
aware that the High Commissioner sends a statement every six months to 
be placed before the Legislative Assembly in vhich he justifies the placing of 
any tenders above the lowest price quoted 

Colonel Kiilho 2 )e —We, of course always recoid a reason for not accepting 
f he lou est term 

378 ilfr Neogy — Have you any objection to pubhshing those reasons * 

Colonel Kulhope — I leave that to my department to say It is a matter 
for them to decide it goes beyond my pronnee I think 

yii Gangnh — The same question is laised in Ihe second paragraph As 
regards that I mil give you some figures Here the remark is made that in 
many cases orders were placed As a matter of fact, we have counted them up 
and found that they were only 25 1 8 of them related to the headquarters and 

7 to the proA'inces Out of these 25 cases in 24 cases the Audit officer has con- 
sideied our explanation to be quite satisfatory So there is only one case 

Mr Shenam — If the cases aie so very few, they must be published ^ 
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Mr Gangult — I cannot give an off-hand reply 

379 Ml Roy — only want to ascertain from Colonel Kirkhope his 
technical \new which is his own view and has nothing 1 1 do with the Government 
of India as such * 

Colonel Ktrlhope — My own view is that the tenderer is sufficiently guarded 
by our publishmg the matter in the Indian Tiade Journal 

380 M) Neogy — It is not the question of the tenderer it is a question of 
pubhc mterest If the High Commissioner thinks it right to make a statement 
every sue months, I do not see any reason why Colonel Kirkhope should fight 
shy of it 

Colonel KirlJiope — I am perfectly willing to obey any ordeis that aie given 
to me by my department 

Chan man — Colonel Kirkhope has no responsibility in this matter If you 
want the Government of India to consider a recommendation of this nature, it 
IS easy for you to make a recommendation to that effect If they do not accept 
your recommendation, then you can attack the Government of India I think 
it IS rather unfair to ask Colonel Kirkhope his personal opimon I do not think 
he ought to be attacked on that point It is the Government of India that has 
to decide this question I presume it is the actual decision that we want to get 
at and not to make a grievance of it against Colonel Kirkhope 

' 381 Maulvi Mohammad Yakub — Will you give any explanation as to 

why mdents were placed with certain selected firms only ’ 

Mr Ganguli — The answer is on account of urgency 

Maulm Mohammad Yakub — I think that answer cannot be satisfactory 
because orders in urgent cases must be very few 

Colonel Kiikhope — There are only 18 cases here in more than 20,000 con« 
tracts into which ive have entered 

Kumar Ganqanand Sinha — ^Now that a circular ha= been issued, do you 
think that such thmgs will not recur i 

Colonel KnlJiope — In addition to the circular that has been issued, we have 
a special letter which we have drawn up and m every case in which we get a 
demand which precludes the usual procedure we write to the indenting officer 
and tell him that we cannot pursue the routine laid down by the Government 
of India in callmg for tenders in his case and ask him to give adequate time in 
future We have sometimes estraordmary cases We had for instance a case 
where there “was a wash-out on a canal at Roorkec We sent a man to the 
bazaar and we got ever 5 d:hmg necessary and thus perhaps we saved lakhs 
of rupees That is a very exceptional case 

Well, to take the broivn felt first Sir This felt is used by the 
Army It took us years to develop the manufacture of this felt m India 
and only one firm put in the necessary machmery for the purpose We 
tried to get other firms to do it but fortunately they did not do so I say 
fortunately because smee the meohamsation of the army has proceeded, the 
demand for this particular land of felt has steadily dechned until we cannot 
keep even the few machmes in this particular factory gomg So we encouraged 
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this particular factory to put m the machinery and now we cannot keep it going 
It IS therefore useless to my mind to attempt in India to get this stuff We know 
there is no machmery We check the price by reference to the home price 
The industrj' is dying and it is not a thmg we can bolster up 

Now, with regard to the khaki drill and the blue drill, we advertise regularly 
for these I have here the same Indian Trade Journal and I find we advertised 
for 28,000 yards of blue drill, 80,000 yards of khaki drill and 14,000 yards of 
white drill That is one of the channels but we advertise throughout the year 
and u e know from long experience that only Binny and Co , Madras, who have 
facilities for special cotton and whose labour appears to be up to a special stand- 
ard, are the only people who can make a drill up to the Army standard This 
drill IS so good that the Home Government has adopted it for colomal troops. 
Usually, m fact invariably, Bmny and Co get this army contract and when we 
make this contract, which IS necessarily made at a very low rate because it is for 
an enormous quantity (I think the pnce IS Es 8-11-0 less 6 per cent reduction), 
we take an option with Bmnys to supply a certain amount over the contract 
for the army and when the Police and other people come to us we throw in their 
demands with the army demand and get it at the low price It is the cheapest 
drill m India and the best drill Now we do that not only with drill and textiles 
but we do it with everythmg The Eailways, formstance, asked for 11 lakhs 
of gallons of axle oil — it is an enormous figure — and if a canal engineer wants 
10 gallons of oil for lubricating his lock gates we do not go out to tender We 
throw it into this immense pool and he gets it at the extroardinary cheap rate 
at which th’ railways get the oil So we effect enormous economy We 
regularly advertise this drill, but when sporadic demands come in we throw 
them m with the main demand 

382 Mr Neogy — What does “ etc ” stand for ^ 

Colonel KtiMope — I do not know I did not write this book 

Mr Das — But didn’t you read it ^ 

Colonel KirJJiope — ^Well, the “ etc ” may cover anything I mentioned axle 
oil, for instance Then there may be electric lamps Any Government depart- 
ment can get these 

383 Mo Mitra — About the budgeting, I find this year there has been a 
savmg of 65,000, and m 1925-26, 96,000, and m 1926-27, 64,000 I raise it as a 
general pomt because m all these grants we find savings which show over- 
budgeting T find that everywhere there is some savmg m the voted grants and 
that makes the whole budget unreal to that extent 

Mr Ganguh — The details are explamed m the footnotes explanations 
of the causes of variation 

Sir Foedenc Gauntlett — I think Mr Mitra is really pomtmg out the 
persistence of the savings Why is there always a savmg ^ 

Mr Ganguh — This s due to the fact that every year we have been havmg 
expansion The Standing Finance Committee has been giving us extra money" 
every year and then ive issue orders, the new scheme s mtioduced late and 
there follows a lapse 
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Sir Fredei ic Gauntlett — The only suggestion is that if there is always a 
"lapse you ought to make a cut to meet the lapse I mean experience of many 
years has always shown that these things occur every year And LIi Mitra’s 
question is really pertinent to this extent that if the department would 
just make a list year after yeai they would see that such and such an item 
peisists in it 

Chairman — ^Well we recognise the dif&culty At the same time it is a 
difficulty which everyone has to deal with and I hope that account will be 
taken of this criticism in future years 

384: Mr Das — With regard to the profit and loss account on page 313, 
Sir, the loss for the year 1927-28 is given as Rs 5,65 000, and the audit papers 
presented to us gives it as Rs 5,76,000 In the pievious year’s list it is shown 
as Rs 3,99,000 When we examined Colonel Kiikhope he said that m 1926-27 
a deficit of Rs 2,18,000 had occurred This year it is shown as Rs 3,99,000, 

Sir Frederic Gauntlett — The answer. Sir, is found m the footnotes The 
figures for 1926-27 represents audited figures, while the figures foi 1927-28 
do not represent audited figures In the same way last yeai the figuie given 
was the preliminary figure 

Mr Das — Colonel Kirkhope said the accounts for 1927 -28 weie not finally 
audited He said that last year But then he gave us the audited accounts 
showing that there is a deficit of Rs 2,18,000, a much smaller figure than is 
shown m last year’s Appropriation Account I am only pointing out tfie 
discrepancy 

Colonel Kirlhope — The profit and loss account is not a tine statement of 
our working The profit and loss account is showing what we have earned on 
contracts but this account here in our administration report shows actual 
recoveries IVe may have made contracts up to the extent of 4 crones 

Chairman — We are not dealing with that We are dealing with the 
Accountant General’s accounts I think Mr Das s point is this, that last year 
the Committee was given a figure for the workmg loss for 1926-27 as Rs 2,18,000 
and it turns out on the audited accounts that that loss is Rs 3,99,000 That 
seems to be a very big difterence It seems to me that Rs 2,18,000 was the 
figure as made out in the administration report 

Colonel Kirlhope — The figure given m the Administration Report is an 
audited figuie This profit and loss account to start with is not a correct state- 
ment of oil! affaus The profit and loss account is merely an addition of the 
mdividual accounts of the department It is an arithmetical addition of the 
accounts of the department and common items recur For ms^-ance you 
will see “ To share of headquarters administration charge ” on the following 
page 314 And that occurs throughout in all the individual ones And you 
will find the same thing comes m here again in page 313 And at the root 
you will find our expenditure appears to be Rs 24,71,572 -whereas it actually 
is not that, because they have added the same things twice ovei 

Sii Fiedeuc Gauntlett — I can explain. Sir, the difference betiveen the 
account presented la t year in my Appropriation Accounts and the accounts 
presented this year It depends practically entirely on the fact that last year 
there was this theoretical reduction on the amovmt debitable to development 
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which was pst ovei a lakh of rupees Last year the figure was 2,94 and now 
it IS 3,99, and practically the whole of it is due to the fact that in view of the 
remark which is now made at the bottom of the page no attempt is made to 
mdicate a figure debitable to development 

Chai'i man — Well, that is another point The point that we are at, at 
present, is that iii the Administration Report, on page 27, we find that for 
1926-27 the net deficit is Es 2,18,000, which Colonel Kirkhope says is an audit- 
ed figiue The figuie that appears on page 313 of the Accountant GeueraTs 
Report shows a net loss of Rs 3,99,000 Colonel Kirkhope explains that by 
saying that in the Accomitant Geneial’s statement one item has been accounted 
twice over 

Colonel K'lilliope — Well, it has been m getting this total Our total 
expenditui e for 1926-27, which I ha^ e worked out in detail here, is Rs 19,44,438 
Whereas this statement shows it as Rs 22,24,906, and that occurs through 
adding something twice over I think it is items 13 and 14 

Ghavtmmx — You were suggesting that the Accountant Geueial’s state- 
ment IS inaccuiate 

Colonel Kulhope — I am suggesting that his method of preparing accounts 
wants very careful examination to undeistand really what it is 

Chan man — ^And when you have conducted that careful examination 
you find out that the figure is v long 

Fred ex ic Gawitlett — I quite agree, Sir, that if you have two government 
documents, one an Administration Report and the othei the Accountant 
General’s statement, the figures of profit and loss should be the same Leave 
it to us to thrash out hou that is to be done It is exactly what Sir Arthur 
Dickinson drew attention to in regard to railways He said he could nob 
find a figure m any government report that agreed with the figure in any other 
government report 

385 Chaiunan — Well, I think we want to know what the leason foi the 
difierence is 

ilf? Ganguh — The Administration Report includes only administration 
charges 

Colonel Ihikhope . — That I think is a true statement of accounts on the 
same lines as this without adding the same things twice ovei 

Chainnan — But I should like a clear explanation of this ver}’’ big difierence 
According to the Accountant Geneial’s statement the Department shows a 
very steady deterioration as regards net loss When we turn to the Adminis- 
tration Report we find an absolutely difierent pictiue 

Sn Ftedenc Gauntlett — The first main explanation. Sir, is the one that the 
Rai Bahadur gave you The Administration Report takes no account of 
indirect charges 

Chairman — But what are these indirect charge i extending to this enoi- 
mous amount 

3Ir Ganguh — Interest charges, capital liability, etc 

Sir Fiederic Gauntlett ~P age 313 , items 8 , 10, 11 , 12, 13. 14 {^id ]5 
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Ohmrman — But if I take these items, they have not increased to any 
extent 

Mr Neogy — Depreciation charges have gone down 

Sir Frederic Gauntlett — With regard to Audit and Accounts, I think the 
increase is probably mainly due to increments It is a young department, 
the junior clerks are all of them getting increments every year 

Chairman — ^Yes, but all this does not answer my question You say the 
difference is due to the inclusion of certam mdirect charges but I cannot find, 
on p.vfiTimmng these mduect charges, that there has been any mcrease imder 
those heads which accounts for a lakh and three-quarters And all this 
morning we have been considering the commercial results of the department 
on the basis of these figures which seemed to show that the results were getting 
so much worse — ^whereas when we turn to the Admmistration Report we 
find that it is gettmg a httle worse as between this year and last year and if 
we go'back further there has been an improvement The question raised 
now IS whether these indirect charges are fairly indicative of the results 
of the department 

Mr Ganguh — ^In comparmg the two, Sir, should you not omit altogether 
the items I mentioned 

GJiai) man, — ^Well, omit them There is a difference of a lakh and a half 
If you simply omit these figures each year that won’t account for the difference 
I thmk we ought to have next year some explanation of the difference and some 
readjustment of past years so that we can make some comparisons 

386 Mr Das — ^May I pursue my original questions to Colonel Kirkhope ? 
I have got one or two further questions to put to him I find that all the five 
departments have been separated and the accounts show that the metallur- 
gical department has made a profit but the other foui departments have made 
a loss Is that not so * 

Colonel Kirhhope — ^Yes As I told you before, we made 66 per cent profit 
on the metallurgical inspectorate but the other branches have made a loss 

Mr Das — ^In the other four departments the losses have mcreased more 
than last year ? 

Colonel Kiilhope — The losses in actual rupees are more That is so, but 
in actual percentage it is less and we are- making towards stability 

Chairman — Of course, the larger the turnovei the greater the loss, but 
the pomt IS that the percentage of losses is getting steadily less , the turnover 
has been laiger and therefore the actual gross total loss has been more, but 
takmg the percentage of turnover the loss is less than what it was before 

Colonel Kirhhope — That is exactly so. 

387 Colonel Gidney — ^Is the Department worlnng at a loss, at a worse loss 
than last yeai oi not ^ 

Ghaii man — Y on are going right back to what we started with this mommg 
I think the report which I have asked will give you the information which you 
want I do not think it is very easy for us to understand it from these figures 

Hr.20P]3FmD 9 
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now We have Colonel Kirkhope’s assurance that things are really getting 
steadily better 

Str Fredenc Gaimtielt — the department is to be considered as m any 
way a commercial department, it is the commerical account by which it has to 
be judged and not by the figures which disregard all the admimstration charges 

Chairman — ^It is quite possible that your commerical accounts include 
items which for a particular year may fall heavily on the department "What 
I want to do is to examme whether it is really getting better or worse and I do 
not understand the position yet But I have Colonel Kiikhope’s statement 
that he will be able to put befoie us in collaboration with the accounts people 
a picture which will show how in certain respects it is gettmg better and although 
certam indirect charges may have fallen very heavily this year they are not 
going to have that efiect on comparative results 

Sir Fredei ic Gauntlett — I am peifectly sure that a report of the comparison 
of the two figures will enable the position to be clearly elucidated 

388 Ml Neogy — This metallurgical inspectorate existed before your 
department came into existence, perhaps under another name ? 

Colonel Kirlchope — It existed undei the same name but on a very much 
smaller scale and with less activity For instance they did not do the cable 
work that we are doing now and a few other things They were mainly 
concerned with the inspection of lails and fish plates, but we have developed 
very considerably since then 

Chan man — ^It existed only foi the railways ? 

Colonel KirUiope — Yes Now it exists for the open market The open 
market can buy certified steel 

389 Mr Das — The inspection of wagons is under you ? 

Colonel Kirlhope — It comes under us 

390 Mr Das — Last year either you or Sir Pitkeathly gave us an assur- 
ance that you will be preparing a statement which wall show that the largest 
percentage of material used for manufacture of those wagons are all Indian 
articles and I think cither you oi Mr Pitkeathly gave us to imderstand that 
you are having tabulated statements which you examine when you go to 
inspect these thmgs ^ 

Colonel Kirkhope — Pitkeathly was not here last year and I was not 
here the year before and I do not know exactly what was said 

Ml Das — I understand it was you or somebody from the Industries 
Department that gave us to understand that in the case of manufactures 
which receive protection the mspecting officer sees that at least 40 to 60 per 
cent of the materials 

Mr Neogy — He said, a substantial proportion 

Mr Das — Yes, a substantial proportion used in those manufactures 
IS Indian made ^ 

Colonel Kirlchope — Of course, the bounty on wagons has gone and there is 
nothing of that sort now What is done is this I mentioned the matter in 
connection with bridges this morning and it is exactly the same with wagons 
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Tlie wagons are usually let out on contract to various firms and the firm that 
gets the contract submits to us a kst of the material it proposes to get in India 
and a list of the material it proposes to import If we see m this list any 
material which we thmk should be purchased m India we go back to them and 
say that they must give Indian sources a chance and m that way we have 
diverted an enormous amount to India Every mdent that goes home comes 
to us for post scrutiny, it does not mattei whether it is wagon steel oi any 
thing else If we consider that the material that has been mdented for can 
be purchased in India we go back to the mdenting officer and ask him to 
purchase m India and we have been veiy successful mdeed in diverting a great 
deal to India, but we cannot say it must be for we have no mandate 

Chairman — ^Although we have differences of opimon about the policy of 
the department, I am sure we all agree that Colonel Kirkhope has given us a 
tremendous lot of information to-day and has shown strikmg abihty in 
answering practically every c^uestion which has been put to him Thank you 
very much 

The witness then retired 

Mr. Tin Tut and Mr Gregory were called m and examined 
Grant 4,^— Geological Survey 

391 Ghaiiman — Paragraph 44 of the letter “ The savings on the voted 
grant represent 17 per cent of the provision and suggest that the deduction for 
probable savings might with advantage lie increased ” What do you say about 
that ^ 

Mr Tin Tut — Since the 1928-29 budget we have introduced a system of 
separate cuts on account of probable savings from the more important of indivi- 
dual heads in addition to a lump cut 

392 Mr Neogy — Page 188 of the report. Explanation II “ Excess, which 
was brought to the notice of the Director, remained unregularised ” I do not 
understand why even after it was brought to the notice of the Diiector the 
amount lemamcd unregularised 

M) Tin Tut — It was brought to his notice veiy late in the financial year 
and he did not have enough time to take the necessary steps for applying for 
additional funds 

Maulvt Mohammad Yaqub — IVhcn was it brought to your notice 2 

Mr Tin Tut — I thmk some time in Maich Not to my notice but to 
the notice of the Director 

Grant 59 — Industries 

393 Chairman — The next paragraph to which the Auditor General direct- 
ed our pecial attention is paragraph 51, Grant No 59 

Mr Neogy — ^You have to put every grant 

Chairman — I will if you like I leave it to members to raise any question 
they wish to put if I skip over any grant 

394 Chan man — I want to jump now to paragraph 51 of the Auditor 
General’s etter which will bring us to Grant No 59 Are there any questions on 
any of the intervemng grants, 
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As regards Grant 69 1 will deal first witli tlie Auditor General’s comments 
He says, “ Large savings occurred under botli voted grant and non-voted appro- 
priation It seems tliat a lump cut, particularly from tlie budget of tbe 
Indian Scbool of Mines, could safely have been made Tbe supplementary 
appropriation sanctioned on tbe 3rd January 1928 under tbe sub-bead A 2 (2) 
was mainly responsible for tbe saving on tbe non-voted appropriation ” 

Mr Tin Tut — We are prepared to consider tbe question of a lump cut in 
future budgets of tbe Scbool of Slines As regards tbis particular year, 1927-28 
tbe scbool was ]ust started in 1 926 and so tbe year 1927-28 was really tbe first 
complete year for wbicb funds bad to be provided it was under tbe circumstan- 
ces inevitable that a certain amount of bad budgeting should have taken place 
We bad to grope m tbe dark and we bad no previous years budgets to go 
upon 

Chairman — Then you are taking account of this recommendation in 
future * 

Mr Tin Tut — ^Yes 

396 Chan man — Page 294: — note B 4 Tbe Auditoi General’s comment 
IS that tbe explanation seems to indicate inadequate knowledge of tbe progress 
of expendituie in India 

Mr Tin Tut — We must admit this 

Mr Rajagojialan — I have got an explanation. Sir According to the 
forecast of expendituie for 1927-28 it w'as anticipated that tbe total expenditure 
under this sub-bead would leacb about a lakh of rupees Tbe actual expendi- 
ture incurred during tbe yeai amounted to Es 88,000 against a net grant of 
Es 1,03,000 One reason why the actuals fell short of the estimate by about 
Es 16,000 was that plant, materials, etc , valued at Es 10,000, orders for 
which were placed at least six months before tbe end of tbe financial year and 
which were expected to bo supplied in sufficient time to alloiv of tbe bills being 
paid before the end of tbe financial yeai were not actually received during tbe 
year 

Chan man — I tbmk we must accept that 

396 Colonel Gidney — I want to put a few questions about tbe Scbool of 
Mines at Dbanbad You tram your students in mineralogy and various other 
subjects ? 

Mr. Tin Tut — ^Yes. 

397 Colonel Gidney — It seems to me that tbe students that you train 
there are not recognised except for very small appomtments For instance, 
they aie not accepted by the railway autliorities for ordiiaiy inspectors’ jobs 
on mmes 

Mr Tin Tut — ^We have been under communication with tbe Eailvay 
Department and loi some of tbe appointments thej have agiecd to accept 
the qualifications of tbe Scbool of Mines Tbe scbool being new one, of course, 
tbe departments as well as the outside public naturally want to see vbat sort 
of men tbe scbool is turning out It is only in its 3rd or 4tb year We have 

been negotiating "witb tbe Eailway Department leceutly and for some of tbeir 
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appointments, I cannot for tlie moment say which, of them, they have agreed to 
recognise the certificate or the diploma of the School of Mmes 

398 N't Das — ^Do you arrange for the necessaiy practical trainmg for 
your own boys ? 

Ml Tin Tut — Practical framing is compulsory 

399 Ml Roy — You do not guarantee any appomtments 

Mr Tin Tut — ^No 

Colonel Ghdney — I admit they are prepared to recogmse your trammg but 
they do not accept your boys foi appomtments 

Chan man — It is lather difficult to follow this mattei up and I would 
suggest to Colonel Gidney that it might be more appropriately dealt with by 
a question m the Assembly 

Colonel Gidney — I have asked it I bow to youi decision 
Graitt Y1 — Statione) y and Printing 

400 Chan man — Paragraph 58 of the Auditor General’s letter “I 
would suggest that the Managers would show better i esults m the way of control 
if they acted on the advice of the Pay and Accounts Officer ” There is no query 
raised there 

Sir Frederic Gauntlett — It will appear from the notes that the Pay and 
Accounts Officer made certain suggestions which were not followed and the 
results have proved that the Pay and Accounts Officer’s suggestions were 
justified 

Mr Tin Tut — That is so, but since then orders have been issued to the 
Managers that if m any particular case they cannot accept the views of the 
Pay and Accoimts Officer they must report to the Controller of Prmtmg and 
Stationery for orders They cannot now reject the advice of the Pay and 
Accounts Officer without reference to higher authority 

401 Chairman — I think that goes some way to meet your comment 

Then we turn to page 390 of the report, sub-head M 8 “ The Public 

Accounts Committee may care to examine the rules governing the provision for 
depreciation. If they admit of so large a variation between estimate and 
actuals, they would seem to be defective Sub-head 0 8 suggests a similar 
doubt ” 

Sir Frederic Gauntlett — Mr. Rajagopalan has just told me that revised 
rules were issued m August 1928. 

Mr Rajagopalan — ^Yes, Sir, they will have effect from 1928-29 and I 
think these will improve matters The depreciation fund was started only a 
few years ago and they have not had time to get on to it properly The proce- 
dure was not fixed The new orders were issued after the close of the year under 
review and it is hoped the accounts of 1928-29 will show an improvement 

Chairman — We must assume that the rules that are now issued are 
proper rules 

Mr Rajagopalan — They have been issued with the approval of the 
Auditor General and the Government of India. 
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Chairman — Then they must'be iKopei inles (Laughtcx). 

402.’ Maulm Abdul Matin Chaudhwy — ^Page 389 of the leixoit — note to 
K -1 3 “ Due to employment of men on less than the minimum pay of fhc 
scale ’ Note to M 3 “ Largely a consequence of the discontmuancc of the 
grant of overtune allowance to the staff ” Docs it mean that the Industiies 
Department is sweating their laboui ^ 

Mr Gregory — The men weie taken on a tempoiaiy basis for a short 
period on less than the minimum scales of the pay of the post 

Mr Neogy — Is this usually done ^ 

Ml Giegory — ^Not usually done but in evceptional cases 

403 Maulvi Abdul Malm Ghmdhwy — "What about the discoiitumaiifc of 
the grant of overtime allowance to the staft ^ 

Ml . Giegoi y — The Manageis do not as far as jiossible alloAV overtime where 
they can possibly avoid it They do not keep overtime if the work could be 
done within a specified time 

ilfr Sheivant — they voik oveihme do they get allov\<inoe ’ 

Mr Gregory — Yes 

Ml Sheimni —You sa)'- discontmuaine 

Chau man — It does not mean that the proMSion of ovci lime allowances as 
abohshed but that nobody workerl oveilmie^ 

Ml Gieyouj — Yes, nobody worked ovcitime. 

404 Ml Neogy — ^Will you please see item N 1 (1) on page 390 which 
reads “Due to the appointment of men on pay lover than the sanctioned 
scale ’ The Department of IndustTies and Labour docs not seem to be setting 
a good example to other employers of labour ^ 

Mr Tin Tut — have had occasion to a 2 )point men on a temporary 
basis on rates of pay which may in some cases bo a bttle lower than the 
mimmum of a time scale 

Mr Neogy. — ^Is this usually done on the case of very small salaries * 

Mr Tin Tut — NJq have had recourse ^to it occasionally It is a matter 
of Rs 600 m this particular year 

Ml Shervaiii — That does not matter iVe are concerned with the prm- 
ciple 

Mr Neogy. — ^Does this relate only to officiating appointments ^ 

Mr Tvn Tut — ^Entirely to temporary and officiating appointments 

405, Ml Das — ^In your department, do you purchase your stores yourself 
or through the Indian Stores Department ? 

Mr Gregory — We buy articles ourselves exeejit those which we aie not 
specifically allowed to purchase except thiough the Indian Stores Department* 
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406. Maulvv Mohammed Yahub — ^Do you find purchases through the 
Indian Stores Department cheaper than if you make purchases directly ^ 

Mr Gregory — I cannot reply to that for the time bemg I have not 
enough eiqierience to say whether it is more profitable to purchase through the 
Indian Stores Department 

Maulm Mohammad YaLub — Do you find it more profitable and more 
convement to purchase directly * 

Mr Gregory — I am afraid I cannot answer that 

Mr Tin Tut — I have to mention that the Controller of Prmting and Sta- 
tionery, who IS alone competent to answer this question is down with ptomaine 
poisonmg and that he has m consequence been unable to come before the 
Committee 

Matdm Muhammad Yatub — I want to put the general question whether 
you find it more profitable to place your orders directly ^ 

Chairman — We shall not get a useful answer to that question from the 
witness 

Mr Roy — ^What about purchases for the printing presses ^ 

Chairman — ^We have nobody before us who is qualified to give a useful 
answer to that question We must leave the matter to the general mqtury 

407 Mr Neogy — ^Will you refer to page 414 of the Report ^ It is stated 
there that “ the statements relating to the Central Publication Branch, Calcutta, 
have not been exhibited in the Appropriation Accounts, as they were not sub- 
mitted in time to the Exammer, Grovernment Press Accounts for audit ’’ What 
IS the reason for this laxity ^ 

Ml Tin Tut — ^It IS due to a combination of unfortunate circumstances 
The figures for the statement relating to the Central Publication Branch have 
to be taken from 60,000 vouchers and therefore involve very heavy work The 
delay m the preparation of the statements for 1927-28 was due to the fact that 
the system followed in that Branch of compilmg figures from the stock ledgers 
showing receipts and issues under difl[erent heads was held under objection by 
the Exammer of Government Press Accounts and suggestions were made to com 
plete the figures direct from the issue vouchers The revised instructions were 
received by the Central Publication Branch only towards the end of September 
1928 The statements have been prepared since 

Sir Fredeiic Gauntlett — The delay in this case has been unusual 

Mr Neogy — ^It is not likely to recur ^ 

Mr. Tin Tut — There is no reason why it should recur. 

Chairman , — We must be content with that assurance. 

The ivitnesses then withdrew. 
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Evidence taken at the eighth meeting of the Public Accounts 
Committee held on Friday, the l6th August 1929 at 2 p.m. 


Peesent 


(1) Tlie Hon’ble Sir Geoege ScHUSTEE, 

(2) ]\Ir T.A X Sheevani, 

(3) ]Vlr B Das, 

(4) ]\Ir S C Mitea, 

(5) Kxrniar Ganganand Sinha, 

(6) Maxilvi Abdul JIatin Chaudhuey, 

(7) jVIr K C Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) ]\Ir K C Eoy, 

(10) Sir Feedeeic Gauntlett, Auditor General, 

(11) The Hon’ble hlr E Buedon, Financial Secretary, 

(12) Mr J E C Jukes, Controller of Civil Accounts, 

(13) Sir 0 A Teai^es, Accountant General, Central 


Chairman* 


I 


■Members 


\JVexe 
present 


Revenues, 

(14) Mr B Neheu, Deputy Auditor General, 

Mr A M Rouse, Chief Engineer, Delhi, 

Sir A Bebbkee', Superintending Engineer, Simla 
Imperial (hrcle. 

Sir T K Rajagopalan, Officer on Special Duty, 
Fmance Department, 

Mr V Naeahaei Rao, Under Secretary, Foreign and 
Political Department, 

Eai Sahib Chuni Lal, Foreign and Pohtical Department, 
Rai Sahib Rama Nand, Foreign and Pohtical Depart- 
ment 


> Witnesses. 


also 


Geant 22 — Ireigation 

408 Olianman — ^Please refer to paragraph 24 (c) of the Auditor General’s 
letter which refers to Serial No 9 

Sir Fredci ic Gauntlett — This is merely a statement of facts 

409 Ghaii man — ^Your othei comment on the Irrigation Department is 
m paragraph 30 of your letter with reference to Grant No 22 

Sir Fi ederic Gauntlett — ^The whole of these accounts are very considerably 
compheated by the decision which was come to to make certam adjustments 
of the cost of certain canals outside the Government accounts, merely m the 
admimstration accounts, whereas the budget contemplated that the adjustments 
wiU be made m the accoimts themselves The . amount involved is quite 
large and the result is that it throws out very considerably the whole of these 
Irrigation accounts ^ 

Chairman — Can we do anjd^hing about that now ? 

Sir Fiedeiic Gauntlett — ^I have only explained the cause of the confusion 
m the accounts throughout It affects both Grant No. 22 and Grant No. 86. 
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S%r Fiedenc Gavnilett — ^Page 113 Grant 22 C 2 1 (1) Tins item has, of 
course, raised tlie point that the budget should ordinarily be prepared on the hnes 
on uhich the .iccounts ■will eventually be compiled This is a very unusual 
transaction and it is hardly possible to geneiahse ■with legard to a matter so 
comjihcated as that Do you not agree to that Mr Brebnei ^ 

M) Biebner — Ido 

410 Kumm Ganganand Sinha — ^What do you mean by “petty ■works” 
in C 21 (2) ? 

Mr Biehnc) — As a mattci of fact, these aie affected by the confusion 
leferred to by Sii Fiedeiic It seems that working expenses under C 1 (1) and (2) 
were increased by Rs 17,000 and Rs 99,000 respectively, whereas under C 2 
1 (1) and (2) they were correspondmgly reduced 

Chan man — That does not carry us veiy much fiuthei But I don’t thmk 
the matter is of sufficient importance to pursue it any further As far as I am 
concerned I do not want to ask any more questions We have got more 
important things to deal ■w ith 

41] Mi Das — May I know if you have got yoiii Iiiig.ition, Navigation, 
Embankment and Drainage works undci the same ofiicei or have you got 
different officers for diffeient headings ^ 

Ml Bichnei — They are all under the same officer We lune only one 
officer to look after everything 

412 Mi Das — I am askmg this question because jmur Consulting 
Engineer (hir Hams) was a member of the Orissa Floods Committee and he 
has recommended certain thmgs and he wants that the Embankment should be 
sejiaratcd from the Irrigation, so that direct attention should be paid to the 
Embankments and Drainage Have you had the opportunity of looking mto 
the report of that Committee ? 

Ml Brebnei — I discussed it rvith Mr Hams , but the remarks of his to 
which you refer had relation to the staff of the Local Governments and not to 
the staff of the Central Government 

Ml Das — Do you mean to say that the Drainage works that are under 
you, whether in the N -W F P or Baluchistan, are so mcely looked after that 
they do not enhance the causes of floods * 

Mr Bi diner — We really have no large Drainage works in either of these 
places 

Sir Fi ederic GavntleU — The fact of the matter is that you have no serious 
danger of floods such as those that occur in Onssa, where it is a regularly 
recumng problem I do not think there is an 3 d;hmg parallel to it m the 
N-W.F P 

Chairman — I suppose we should have Mr Hams here to reply to such 
questions 

Mr Brebner — ^Mr Hams is much more competent than I am to advise 
you on this subject, but I t hink there is no doubt that problems of the nature 
referred to do not occur either m Baluchistan or in the N.-W. F. P. 
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413 Mr Mttia~C 21 {2) I find that the oiigmal grant was Rs 1.69,000 
which was reduced to Rs 66,000 , yet Rs 99,000 remains uncovered I cannot 
qmte follow this 

Szi Fiedenc Gaiintlett —Here again it is coirect to say that it is due to the 
very complicated nature of the adjustment The grant was reduced because a 
credit of Rs 99,000 was expected to be adjusted to this head by reduction of 
expenditure Had the adjustment been made there would have been nothing 
to call attention to It was because an anticipated adjustment was not made 
that this excess remained uncovered , and the adjustment is all mixed up with 
the big one to which I called attention 

414 Chairman — Would it be possible to have these .iccounts piepared 
in a simpler way which would be intelligible on the face of it 

Sir Frederic Gamitlctl — We aie alvays picpaied to considei any recom- 
mendations that may be made We have been foi olie last 7 oi 8 years con- 
stantly modifying the form of these accounts trying to make them more elaborate 
and to have the explanations cleared up If we had, however, tried to give an 
explanation of a complicated adjustment such as set out there, it would have 
taken 2 or 3 pages. 

416 Ml Neogij — Page 114, Item I) 2 (!) 1 suppose the money was first 
of all voted by the Assembly and latei on it was decided that it should be 
treated as non-voted Is that the position 

Sir Fredenc Gauntlelt — This remark would not have been made if it had not 
resulted m a change in the classification. 

Chairman — There are several more of these comments of tlie Auditoi 
General on various pon ts Su Frederic Gauntlelt has not marked them as of 
special importance but if any member wishes to ask some qostions about them 
he IS at libeity to do so 

416 Kumai Ganganand Sinlia — I cannot follow D 1 (1) mentioned in 
sub-paragraph {d) of paragraph 30 of the Auditor Genera Ts lettci 

Ml Travers — This is merely due to leave given to officeis who go to 
England The High Commissioner sends a statement once a year showing 
the distiibution The statement was received too late to enable the A G , 
Punjab, to make the adjustments in the accounts that year 

Sii Fiedei ic Gauntlelt — It depended entirely on the fact that in this parti- 
cular year the statement came too late 

Ml Ti avei s — ^For two years running it has been so 

Sir Fredenc Gauntlelt — I ought to explain that my comments wer® 
made under very great piessure I did the w'hole of it within 24 hours and it i® 
done up heie whereas the Accountant General is down in Delhi Besides it i® 
a matter of great urgency to get it prmted Some of my comments would have 
been very much more illummatmg and accurate if I had had an opportumty of 
consulting the Accountant General, Central Revenues. It is however literally 
impossible to do so in the time that is given to me. 
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in Mr M%ira — ^Please refer-^to page 117. There js a saving of 
Rs 2,80,000 May I call attention of the Committee to this 

Sit Frederic Gauniletl — That, agam, has been a customary feature of 
almost eveiy Irrigation budget throughout India 

Maulm Mohammad Yakub — Is not the Irrigation Department a very old 
and settled department * 

Sir Fredei ic Gauntlett — That is undoubtedly so 

Maidvi Mohammad Yakub — In the case of a new department like the 
Stores Department one can very well imderstand the over-budgeting because 
of its newness but why should there be an over-budgeting m the case of an old 
department ^ 

Ml Brebnei — I am afiaid there were many reasons foi this excess In 
one case there is a laige sum under pensionary charges We were led to bebeve 
that we would have io meet these but eventually we found that we need not do 
so. 

Maulvi Mohammad Yakub — What led you to bebeve that you will have 
to bear those expenses 

Mr Brebner — 1 understand that we were mformed by the Accountant 
Geneial that they would have to be met by us 

Mr Mill a — Do you agree that there is a necessity for a larger out I 
find that there was an over-budgetmg last year to the extent of 3 lakhs and also 
year before last to the tune of 4 lakhs So every year it is 3 or 4 lakhs over- 
budgeting Is it not possible to have a larger lump cut ? That is only a sug- 
gestion 

Ml Bi ehnei — ^I see no objection to a large lump cut 

Chairman — That point should be considered for the futme 

418 Kumai Ganganand Sinha — Item 5 under the heading “ Observations ' , 
page 119 of the report Could you explam this a little further 

iJ/j Brebner, — In the year m question stock to the value of Rs 700 was 
used up, and this yeai the local authorities expect to use up a further amount 
of stock to the value of Rs 2,000 As regards the rest, the Chief Engmeer 
has circulated information to the difierent Engmeers on the Eiontier and asked 
them whether any of the materials left would be of any use to them 

Grant 69 — Civil Works 

419 Chairman — ^We will now come to Grant No 69 — Civil Works Para- 
graph 24 (d) of the Auditor General’s letter Serial No 13 on page 34 of the 
Accountant General’s Report Have you anythmg to say about it t 

Sir Fredenc Gauntlett — ^It is true that Eundamental Rule 45 has at length 
been redrafted and the Supplementary Rules have been published and now all 
my Accountants General are very hard at work applymg the Supplementary 
Rules which have now been finaUy pubbshed to the various rentals that have 
been charged for some years past and trymg to determme how much has to be 
refunded or how much has to be recovered Some persons have abeady receiv- 
ed refunds The position is that the rules are out now and the Audit officers at 
length arc m a position to le-audit all the payments that have been made smee 
the date with effect from which the rules have been brought mto force. 
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420 Mr Boy — should bke to Itnow what )S the net result of the change 
under Fundamental Buie 45 

/S^J JPtedenc Gaimilett — ^It is quite impossible to saj’- at present until all the 
bills which have been presented since 1st April, 1924, are re-audited 

421 Mr Roy — l^Tiat is the effect on the value of Government properties 
of the promulgation of this rule « 

If? Brehier — It does not affect the value as regards the sale price in the 
market It simply means that we get m some cases more, and in some cases 
less rent than we did before 

422 Ml Roy — ^IVhere a house fetched a rent of Bs 4,000 before it has 
now been reduced to Bs 1,400 Is that correct 

ilf? Btebner — I should not hlce to commit myself to definite figures I 
hardly thmk that the difference would be so great as that 

ilfr Roy — ^What about Knockdrin 

Mr Biehner — ^I think the rent of Knockdrin previously was less than 
Bs 4,000 and is now more than Bs 1,400 

Mr Roy — How much is that ? 

Mr Bjehner — ^I cannot give the hgures 

Mr Roy — Don’t you think that this has under- valued the whole of the 
properties in Simla ^ 

Mr B'tehiei —It has had no effect on the value of the properties All that 
has happened is that we are now limited to charging rent for the period of 
occupation 

Ml Roy — What about Mr Patel’s house To the best of my recollection 
it used to be 3,600, and you are now getting Bs 1,200 

Mr Brebner — That is the amount of rent that v e recover 

423 Mr Roy — ^Do you know that this under- valuation of Government 
properties has affected the private estates m Simla ^ You aie a hlunicipal 
Commissioner You can give me an answer 

Mr Brebner —I am not prepared to agree to such a statement Proper 
ties in the centre of Simla fetch as much rent as they did 5 or 10 years ago but 
certam properties in the outlying parts do not let as readily now as formerly. 

Maulm Mohammad YaLvb — In any case Government are losmg 

Chairman — ^We are not really concerned ivith the merits of the plan on 
which these rents are fixed 

Sir Fiederic Gauntlett — The present prmciple was laid down by the Lee 
Commission and was accepted by the Secretary of State Buies have now been 
made to give effect to the decision of the Secretary of State 

Mr Roy -—The net result has been loss of Government revenue and the 
under-valumg of Government properties has also affected private estates m 
Simla 
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Chairman — I should think it would be difficult to arrive at the effect on 
other property in Simla and I do not think we are really concerned with it 
The idea was to make cei tarn concessions to Government officers 

Mr Roy — I am quite satisfied with the answer 

424 Maiilm Mohammad Yal ub — Do the same rules apply to the houses m 
New Delhi also ? 

Mr. Rouse — ^Yes 

Mauhi Mohammad Yalub — Their rents also ha^e been dimimshed ^ 

Mr Rouse — They have not been diminished 

i¥r Brebner. — ^Not all the rents in Simla have been reduced Only some 
have been reduced 

Maulvi Mohammad Yalub — What is the criterion ? 

Sir Fiedenc Gauntlett — ^It depends on the conditions which obtained when 
the house was built A different basis is taken now from the basis that was 
taken before Mr Brebner vull explain the details 

Mr Brebne) — I will give you an instance of a block of houses the rents 
of which have not been reduced On the south side of Simla there are several 
European clerks’ quarters which were purchased by Government 25 or 30 years 
ago In calculating the rent of these quarters so much is allowed for interest 
and so much for maintenance On property which we owned prior to 1917 
we charge mterest at the rate of 3} per cent On anything that we acquired or 
constructed after that date we charge a higher rate of mterest The block 
to which I am referring has been owned by us for nearly 30 years Therefore 
in calculating rents on it we allow 3^ pei cent for interest plus an amount for 
repairs, and the result is that the people living in these quarters have received 
no benefit from this concession 

Mauhi Mohammad Yalub — What about Delhi houses *^Why have the 
rents not been diminished there ^ 

Mr Rajagopahn — They have all been constructed very recently when the 
rate of interest was comparatively high Therefore we have to take the modern 
basis of calculation 

Ml Rouse — ^We have not yet made the final calculations, but very few, 
if any, refunds will be made in Delhi as far as I can see at present 

425 Colonel Gidney — ^T\Tiat is the otal loss of revenue to Government on 
these re-assessments ? 

Mr Rajagopahn — ^It is impossible to say, Su: We have not finished all 
our calculation It will take some time 

426 Chairman — I thmk we had better now turn to Grant No 69 para- 

graph 56 of the Auditor-Geneial’s letter I would bke to start takmg the sub- 
paragraphs of the Auditor General’s letter which he himself has told us he 
regards of special importance He has drawn our special attention to (h) li) 
(1), (m) and (n) — 

“ (h) Pages 366 and 367 — The Public Accounts Committee will doubtless 
exanune these paragraphs with reference to the observations of 
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their predecessors contained in paragraph 57 of their report on the 
accounts for 1926-27 ” Paragraph 2 on page 366 of the Ac- 
countant General’s Beport runs — “ In paragraph 72 of the pre- 
vious year’s report it -was mentioned that the audit ob3ection in 
regard to — 

(1) Losses or risk of loss in connection with the rents of residential 

buildings, etc , and 

(2) Deviation from the Statutory Buies in fixing icnts of residences, 

remained unremcdied as the Supplementary and Financial 
Buies as well as administrative orders thereunder had not been 
issued The Supplementaiy Buies and other orders there- 
imder have not yet been issued and therefore the objection still 
lemains umemedied It is understood houever that Govern- 
ment aic doing all they can to hasten the issue of the Supple- 
mentary Buies ” 

Sii Frede) ic Gauntlett — These Supplementary Buies have been issued since 
that was written and the work is now m hand 

Chairman —Does that dispose of that eomment * 

Sir Frederic Gauntlett — ^Not by any means All that I suggested was that 
the efiect of the Supplementaiy Buies might receive the consideration of the 
Committee They have already taken it up Paragraph 3 deals with a 
matter which has not yet been specially referred to and perhap Mr Brebner 
might wish to make some comments upon that. 

427 Chairman — Paragraph 3 “ In paragraph 73 of the previous year’s 

report, the recurrmg loss due to the provision of residences m Simla for the 
members of the Indian Legislature was brought to notice The Secretary of 
State has decided that all members of the Indian Legislature, official and non- 
official, should be charged the standard rent under Fundamental Buie 15-A, 
for the quarters provided for them ” 

Mr Brebnei — ^As Sir Frederic indicates, there is still considei able loss on 
these quarters, and the suggestion contained in this paragraph is that the mem- 
bers of the Legislature should be charged rent calculated under Fundamental 
Buie 45-A and be subject to the same restrictions as Government oflicials are 
You will find at the end of the paragraph the follomug “ It was suggested 
that as members are now given the benefit of revised Fundamental Buie 45-A, 
it would not be unreasonable to expect them to conform to the conditions of 
allotment imposed on officials ” We have losses m Longwood <iud elsewhere 
owing to the fact that members take quarters foi the period of the session, 
come up and throw them up after residmg m them for 2 or 3 days only In the 
meantime, we have turned out to make way for these membcis, officers who 
would have liked to remam for the rest of the season 

428 Chairman — ^Would you like to ask members whether they have got 
any suggestions to make for remedying this evil 

Maulm Mohammad Yahub — ^When a quarter has once been taken over by 
a member, don’t you charge him the rent for the whole season whether he occu- 
pies it or not ^ 

Mr Brebner —I try to, 
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Ma-alm Mohammad Yahih — It is in our rules 

Mr Brebner — That rule is not enforced That is my difficulty 

Chairman — ^Whose fault is it ^ 

Mr Brebner — I thinlc the members themselves object to it, and no pressure 
is brought on them 

Maulvi Mohammad Yakub — Can you quote instances vf-here a member, 
after occupying a quarter for 2 or 3 days, left it, and was asked to pay and 
refused ^ 

Mr Bubnei — I could quote many instances if you give me time to produce 
the figures 

Maulvi Mohammad Yakub — We would Idee to have the instances 

Ml Brebnci — I have in mind the case of a member of this veiy Committee 
who applied for rooms for the peiiod of the Committee’s sittmgs this year. 
I allotted him a room foi that period, and only yesterday had a lettei from him 
in which he stated that he was vacating the room and v ould nor accept res- 
ponsibility for rent after vacation 

Maulvi Mohammad Yakub — ^Yoii do not give the quarter for the whole 
session That is the whole difficulty. 

Ml Brcbnet — I gave it for the period of this Committee I do not control 
the allotment of quarters durmg the session 

Maulvi Mohammad Yakub — The difficulty arises on account of this 
dyarchy. 

Mr Miira — In this particular case, he is asked to vacate before the Com- 
mittee fimshes 

Maulvi Mohammad YaJi,ub — I was asked to vacate the quarter before the 
Committee finished The Comimttee sits up to the 31st. 

iJfr Brcbnei — Might I make the suggestion that the Legislative Assembly 
Department be asked to make allotment of those quarlcis to members who want 
them for periods during which Conunittees sit because so long as I make them 
for such periods and the Legislative Assembly Depaitment make them foi 
periods of the session there is bound to be confusion 

Mr Mxlra — We do not understand why the Legislative Assembly Depart- 
ment should not take up the allotment both for Committees and for the session 
I approve of this suggestion 

Maulvi Mohammad Yakub — I also wrote to the Secretary of the Assembly 
asking why there should be this dyarchy The quarters should be handed 
over permanently either to the Public Works Department or to the Assembly 
Department 

Mr Brebnei — Last year it was decided that a Committee should be ap- 
pointed of members of the Legislature to discuss these matters and draft rules 
During the winter session of the Legislature I tried without success to get the 
Committee appointed I am taking the matter up again now and hope that it 
will be possible to get somethmg done durmg the commg session, 
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Maulm Mohammad Yalub —In fact, a Eesolntion was moved by Sir Hari 
Smgb Gout in the Assembly to this efiect. 

Kumai Ganganand Sxnha — A Committee was actually formed for one year 
but they did not meet 

Maulvi Mohammad Yakub — ^We have got a House Committee for Delhi, 
but that Committee has nothmg to do with the lettmg of houses That Com * 
mittee only discusses about the constmction of quarters, etc 

Ghaxrman — Is it the general view that Mr Brebner’s suggestion would 
help in this matter ’ 

429 i¥i Shm vam — I presume only rooms m the new block are available 
for the members even now 

Mi Biebnei — No All the rooms with the exception of the rooms in the 
old block are available for members 

Maulvi Mohammad Yalub — They arc the more convenient rooms 

Ml Shervam — That is our complaint 

ilf? Biebnei —At the time the division w as made we were assured that the 
distribution which w'c proposed was one winch w'oiild meet with the acceptance 
of the members 

Maulm Mohammad Yakub — By whom were you assiued ^ Have you 
been the rooms m the new^ block 

Ml Biebne) — I have 

Maulvi Mohammad Yakub — Only one room without an}' dressing room 
and without any ventilation ' 

Mr Bidmei — Many members jirefer them 

Maulvi Mohammad Yalub — It may suit some, not many 

Mi Sheivaw — Aic they allowed the use of the dining room even now in 
the Longwood Hotel ^ 

Mr Brebuei — Those who wish to take meals from the caterc’ , that is those 
who live in un-orthodox fashion, are allowed the use of it 

Mr Sheivani — I suppose you do not allow an} body in the Longwood 
Hotel who does not take his food there * 

Mr Biebner — That is not correct. 

Mi Shervam — Last year I was told so definitely 

Matdm Mohammad Yakub — You have a separate dining room for tlie mem- 
bers of the Assembly They arc not allow'ed to take tlieii food in the jnain 
dinmg room * 

Mi Brebnei — Oh yes, they are 

Ml Sh&vani- — Not last year 

Maulvi Mohammad Yakub — I was also there for a few days and I had to 
shift to the Range 

Mi B) ebner was not here last year , I cannot say what happened then. 
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Mr SJmvam — ^The general complaint of the members is that there is 
differential treatment in the Longwood Hotel and therefore they do not like to 
reside there 

Maulvi Mohammad YaLuh — ^Even the members do not get the same food 
which the permanent residents get 

M') Brebne) — ^They are under a differenet contract 

Maulm Mohammad Yali(b — ^What do you mean by a “ different con- 
tract ” ^ "We have the same caterer 

Ml B) ebnei . — Y on need not have the same caterer. 

430 Mr Hoy — Am I right in my assumption that the Longwood Hotel 
W’as acquired for the purpose of accommodating members of the Central Legis- 
lature ^ 

Mi Brebne) — Partly for that 

Mr Roy — Was not the amount lequii ed for the acquisition of this property 
shoivn under the heading “ Legislature ’ in the Budget itself ? 

Mi Bi ebnei — ^Thc acquisition was made so long ago that I cannot be cer- 
tain 

Mi Slier vam — If it is a fact, v ill you give the best rooms to the members of 
the Assembly ’ 

Mr. Biehnej — I tlmik, at present, we do 

Chat) man — I thmkfwe are rather getting off the point This question 
came up in connection with the recurring loss to Government due to the, pro- 
vision of residences in Simla for the members of the Indian Legislature We 
are now discussing the amenities of the members 

Maulvi Mohammad Yalub — ^]\Iembers of the Legislative Assembly are 
suffering on account of the inconvenience of the accommodation 

Glumnian — If Mr Brebner’s suggestion of a Committee is followed up, 

the question can be threshed out 

1 

Maulvi Mohammad Yakub — ^No single member can have one double 
cottage 

Mr Brebne) — ^At times he can 

Chairman — I really must stop this discussion 

431 Mi Neogy — am taking Mr Brebner on the note on page 367, 

paragraph 3 “ The total deficits on the last 7 years’ workmg of the Longwood 

Hotel and on 4 years’ working of the orthodox members’ quarters amount to 
Es 1,45,089 and Es 69,620 respectively ” Is this loss of Es 1,45,000 on the 
Longwood Hotel ascribed exclusively to the members of the Legislature * 

Mr Brebner — Not exclusively 

Mr Neogy — Then ^ 

Mr Brebne) — Nqxj largely 

H62CPBFjnD " 10 



146 


Ml Neoffij — Tills paragrapli deals with the question of the loss incurred 
on the provision of quarters for the use of the members of the Legislatxue If 
a part of this loss is to be ascribed to people other than mombei s of the Legisla- 
ture, that ought to be divided 

Mr Biebnei — I do not thinlc it would be possible to malce such a division 
accurately There is not the shghtest doubt that we can fill Longwood and keep 
it fid! for the greater part of the year were it not for the fact that Government 
officials have to be turned out to make way for members of the Legislature 
Therefore it is fair in one sense to ascribe most of the loss to the members of the 
Legislature 

432 31r Neogy — ^Are you quite sure that you get an econormc leturn so 
far as the accommodation which you give to the officials is concerned 

Ml Biehno — What do you mean by “ economic ” ^ 

Ml Neogy — You show this as the loss Aie you quite sure that you 
make a profit on the officials or that the officials pay their way ^ 

Biehnei — I cannot say what these figuies purport to lepresent 

Sir Fredenc Oauntleil — I think the position as set out here is qiute clear 
from the accounts’ point of view Theie is a block of buildings called Longivood, 
and an accoimt is kept to show the exact cost of maintaining and ninning that 
block of buddings The total loss on that block of buddings during that period 
is]the figure set out there We are not concerned at all with whether the 
buddings are let to members of the Legislature or to officials W^e merely take 
the block of bmldmg and show the loss on it as so much It is perfectly true 
that that bmldmg was acquired primarily for the use of the Legislative 
Assembly and I believe I am correct in stating that it was only because it was 
found that the members of the Legislative Assembly would not require a part of 
the bmldmg for any part of the year and the other part of the bmldmg for more 
than a month in the year that an attempt was made to let Longwood to officials. 

433 Ml Neogy — If it has been found possible to separate a particidar 
block altogether and reserve it for the occupation of officials, is it not possible 
to have separate accounts showing the losses sustained under each head, namely, 
the officials and the members of the Legislature ^ 

Sir Fredenc Gauntlett — If m fact one portion of the total bmldmg is set 
aside entirely for officials, that theoretically would be possible 

MauJvi Mohammad Yalnb — The mam block is entirely for the use of the 
officials It IS possible to keep a sepai ate account of the loss on that block 

Mil Brebner — That will make matteis appear worse fiom the pomt of view 
of members. 

Ghamnan — You mean the loss over the lesidences of members of the 
Indian Legislature will be greater than the figure set out here 

Mr Brebnei — Proportionately, yes At present the loss does not appear 
so bad, because the figures are combmed with those of the old block I do not 
say that we make a profit on the old block but the loss there is not anything 
like so great as it is m the quarters set aside for the use of members. 
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Milra — Tliere is a loss * 

Mr — Yes ® 

Mr. Mitra — This loss is attributed to the lesidence of the members of the 
Indian Legislature That is not correct 

Mr Brehner — You can say “ mainly ” 

434 Mr Mxtra — ^You say here , “ It has been decided that the explana- 
tion of the principles of allotment contamed in the circulars to members is 
sufficient and no further rules are necessary ” Then why are you stressmg this 
point here ^ Is it not correct ^ Do you dispute that * 

Mr B'iehie') — That is quite correct if it is put mto practice But the 
trouble is that it is not put into practice 

Chairman — The difficulty is to enforce the rule * 

Sii Fieicfic Gaunihtt — ^AU the questions which are now bemg discussed 
are strictly uUt a vii es of this Comimttee as bemg outside the financial effect 

Neogy — I suggest that so far as the accounts of the Longwood are con- 
cerned, they might be split up into two heads That is not beyond the scope 
of this Committee 

Chairman — Su Frederic Gauntlett said “ outside the financial effect ” 

435 Colonel Gidney — ^Does tins include a reference to the Western Hostel 
at Delhi too * Have any losses been incurred on residential quarters in the 
Western Hostel ^ 

Mr Rajagopalan — They are referred to m some other paragraph 

Chan man — This paragraph deals with residences m Simla Referrmg to 
hir Brebner’s suggestion, we can say that the Committee would like a recom- 
mendation to be made as regards the appointment of a Committee of the 
Legislature to consider the allotment of residences m Smila 

Mr Brebne) — ^It has already been decided that such a Committee should 
be appomted but no effect has been given to the decision 

Chairman- — We can say that we would like to see that decision given 
effect to 

436 Chairman. — Now we will get along with the next paragraph (1) 
Pages 372 and 373 — ^paragraph 12, relatmg to disregard of financial mterests 
of Government in makmg contracts “ It is desirable that orders should be 
passed at an early date on this old case. The strictures of the departmental 
Accounts officer seem to have been fully justified and the delay in the Chief 
Engineer’s office seems to call for explanation.” I think. Sir Frederic, you 
mentioned this as a seiious case of delay in givmg effect to the orders 

Ml Rajagopalan — ^I may mention that the Government of India have 
passed orders as regards the question of delay The orders of the Government 
of India read as follows — 

“ The Chief Engineer has regretted the delay m disposing of audit ob- 
jections m this case and he has assured the Government of India 
that he and his officers are doing their best to dispose of audit 
objections with the least dislocation of work possible.” 
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Chmiman — It would perhaps be a more satisfactory assurance if it bad 
been “ very little delay ” instead of “ the least possible delay ” 

Mr Rouse — The officers in Delhi have a veiv hard ]ob and they are all 
overworked and they have always many matters to dispose of besides audit 
objection. We have had to clear off heavy arrears of such objection 

437, Str Iredenc Gauntlett — Might we know when the orders were finally 
issued ? 

Mr Rajagopalan — The final orders issued on 30th April 1929, and the 
original orders of the Government of India v/ere issued on 9th September 1926 

Frederic Gauntlett — The delay I was calling attention to was m the 
office of the Chief Engineer from 9th September 1 926 to the 20th hlarch 1928, 
a delay of 17 months 

Chairman — Which particulai case is that 't 

Mr Rajagopalan — It refers to the first paragraph on page 373 I think 
I might mention to the members of the Committee who wore present at the 
discussions last year and the year before that the Chief Engineer had to answer 
for several hours at a stretch on alleged irregularities about the stone yard, 
the marble accoimts and so on The fact is that the accounts organisation m 
the beginnmg of the project was not sufficient and it as recognised that the 
Chief Engmeer had not adequate assistance m disposing of financial matters. 
The thing being a project that does not close once and for all, all the irregulari- 
ties are carried over from year to year, with the result that the Chief Engmeer 
has been doing his best to answer the objections u Inch unfortunately have been 
pihng up I must plead guilty because as an internal checker I have been 
worrying him qmte sufficiently, and I must say that he is trying to do his best 

Chairman — Then, the defence is getting a little weaker , he says he is doing' 
his best and you are sajnng, he is trying to do his best 

Mr Rouse. — When I took over this job in 1925, the whole system of 
accounts and audit was altered and since then I have had to answer an enor- 
mous number of enquiries into these matters. We are now gettmg square, 
but it has meant an enormous amount of work for all concerned, and especially 
to the executive officers who are trymg to keep the work gomg simultaneously 

438 Chairman. — Will you agree, Sir Erederic, that there is a sign of 
1 mprovement ? 

Sir Frederic Gauntlett — ^I should prefer to answer that after all the cases 
of delays are answered 


439 Chairman — ^What are the other cases of delay referred to t 

Sir Frederic Gauntlett — They are referred to in paragraphs (Z), (m) and {n) 


440 Chairman — We have dealt with paragraph (Z) Now we ■will pro- 
ceed to paragraph {m), ‘ Incorrect certificates furnished to an Accounts Officer ’ 
“ Audit requested the Accounts Officer on 31st August 1927 to explain why the 
assessment of rent escaped notice for so many years Final reply of the Ac- 
counts Officer IS still awaited ” May I Icnow if there has been no reply t 

Mr. Rajagopalan — The case has been disposed of smee It was found 
hat the whole thing started from a misconception The Executive Engmeer 
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responsible reported a number of buildmgs as rentable wliicli weie'not really 
rentable These were being used from 1921 onwardb and the report of the 
Executive Engmeer was not made till 1926 The facts had got pretty foggy 
Such old things have been giving trouble from 1924 onwards But now we 
have got a Pay and Accounts Officer to pre-scrutmise every transaction Tt 
is really these old cases which refer to the early stage of the project that caused 
trouble 

Glmrman — Have they been disposed of since ? 

Ml Rajagopalan — They have been disposed of since The amount 
involved is comparatively petty 

Sir Fiederic Gauntlett — A^Tien was the final assessment * 

3Ir Rajagopalan — Last week, w’^e disposed of the question of three 
quarters The amounts mvolved are all very petty Some sheds aie valued 
at Be 1 per month 

3Iaulvi SloJiammad YaLub — The question is one of prmciple 
il/j Rajagopalan — The Executive Engineer reported certain facts re" 
lating to 1921, in 1926 That Executive Engmeer happened to retire shortly 
afterwards and Mr Bouse had to investigate the facts himself 
Chan man — At any late the case has been settled 
Mi Rouse — The amount has been written ofi. 

Jf? Rajagopalan — ^Because the amount was not recoverable legally 

441 Chan man — ^Slight -we turn to the next item, paragraph 56(») ‘Ir- 
regularities in the employment of wmrk-charged establishment ’ It seems to 
me a case of irregularity continumg 

31r Rajagopalan — I believe it is in process of legularisation 
31r Rouse — It was really a question as to whether these people w^ere pro- 
perly chargeable to works or to establishment A very large number of them 
are men who do •work jrroperly debitable to works, such as time-keepers and 
other class of persons wffiose primary duties do not constitute a full day’s work 
and they have therefore been employed in the office as w’^ell I have gone into 
all the cases of such establishment in every division and the principle I am now 
following IS that if I find that the major portion of their work is clerical their 
pay IS charged to establishment and if the major portion of their w'ork is charge- 
able to works, they are classed as “ Work Charged Establishment ” I have 
put the whole case before the Government of India 

442 Chairman — ^Does that complete your list of cases of delay, Sir 
Fredeiic 

Sii Fiedenc Gauntlett — ^No, Sir, theie is another Grant altogether, that is 
the Hew Delhi Capital outlay Paragraph 79 of the letter 

Grant 92 — ^Dblhi Capital Outlay 

443 Chairman — ^At page 654, it is said “ In the leport on the Appio- 
piiation Accounts for 1924-25, it was brought to notice that an unusually large 
shortage "w^as found in the stores of a Public Woiks division in May 1925 (when 
the charge of stores was transferred from one storekeeper to another) ’ Have 
final orders been issued ^ 

Sir Frederic Gauntlett — ^Final orders are aw'aited. 
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Chatrrmii ^What is the position as legards these orders 

Ml BajagopalaJi — Orders have been passed as regaids that j)articular 
sub-para<n-aph As regards petiol and kerosine oil, it is a little serious and 
the matter is under the consideration of the New Capital Committee I had 
the advantage of a discussion with the President of the New Capital Committee 
He accepts the explanation put forward by the Chief Engineer m his memo- 
randum subnutted about the begmnmg of this month 

444 Ml Das — ^Does the Chief Engmeer absolve the stoie-keeper ? 

Mr Rajagopalan — Theie is no question of absolving him because the 
man was dismissed in the first instance and subsequently died We are simply 
burpng the case It was one of a senes of irregularities committed by a 
particular store-keeper who got dismissed on the spot There was a full enquiry 
by an ofidcer of the rank of Consulting Engineer who went into these irregularities. 
The audit officer as well as the accounts officer weic present throughout the 
enquuy The judgment passed was that the stoics organisation was made- 
quate and that nothing could be done as the officers primarily responsible 
were eithei dismissed or had died The irregularities relating to both petrol 
and kerosine oil were committed by the very same people 

Maulvi Mohammad Yalub — ^All these relate to items 1 to 3 

Ml Rajagopala^i — I will go further and explain in his favour that he 
fudged the entries merely to show himself well ofl: from the accounts stand- 
pomt He showed petrol stock on the books for '^eveial j’^ears without makmg 
any allowance for leakage 

Maulvi Mohammad YaLiib — ^^Vhcd about Iceiosme oil 

Mr Rajagopalan — The leakages for several yeais were covered up by 
receipts which were not entered up at the time of verification 

Mr Rouse — He was getting receipts but he did not enter them in the 
book ^ATien the stores were verified he kept those receipts oil Ins book 
without being verified He had been carrying on the loss due to leakage for 
several years 

445 Chau>-man — He himself was makmg no personal gam at all ^ 

Mr Rouse — do not thmk he was It was sheer stupidity 

446 Ml Neogy — Why was it that the local administration did not agree 
to refer this matter to the New Capital Committee as was suggested by the 
Accounts Officer ^ 

Ml Rajagopalan — It was a question of mterpretation of rules Amounts 
up to Rs 10,000, they could themselves vTite oif Latei on, the Chief En- 
gmeer came up to the New Capital Committee They have considered the whole 
thmg and practically come to the conclusion that if that particular gentleman 
had been ahve and m service, they would deal very severely with him for his 
manipulation of accounts Since he is dead nothing can be done 

447 Chairman — ^What I want to get at is that this report says that final 
orders are awaited Have final orders been issued ^ 

Ml Rajagopalan — On one particular bit, final orders were passed some 
months ago 
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Sir Fiedeno Gauntleit — The j)Oint is that ordeis were issued m February 
but they were not commimicated to the audit officer until June, that is after 
this report But in any case no ordeis were passed until February 1929 and 
the last inspection of that division was in September 1926 

Mavlm Mohammad Yakub — Was only one man responsible ^ 

Ml Eajaqopalan — Two , one was dismissed and the other discharged 

448 Chan man — Yke come to tlie next paragraph “ On the audit ms- 

pection of the same Stoies divusion in Octobei 1927, it uas noticed that the 
store-keeper had brought to the notice of the Dimional officer in July 1926 
that 3,760 tons of slack coal were short ” Was it a different case 

Ml Eaiagopalan — It refers to a different case One man was dismissed, 
the second man uas tiausferied and then a third man came The second man 
was not a regular store-keeper "VWien he went away sometime afterwards, 
a more sciupulous man came and u hen he started a very detailed count of the 
stock he found various discrepancies m postmg, etc 

Chairman — ^Have final ordeis been issued ^ 

Ml Rajagopalan — As regards the first point final orders aie still to issue 
They are going to say nothing can be done because the man is dead On the 
second point orders were issued 

449 Mr Roy —Is the New Capital Committee the final authority ^ 

Mr Rajagopalan — I’he New Capital Gomimttee functions on behalf of the 
Government of India and orders are issued as orders of the Government of India, 
of the Governoi General m Coiuicil 

450 Mr Roy — ^Were any of these cases reported to the Police ^ 

Ml Rouse — ^None The whole thing uas dealt with by the committee of 
Mr Roche already referred to 

Ml Roy — Is it fair ^ It might be that you are compounding a felony by 
not reporting the matter to the police 

Ml Rouse — Theic was no felony about this case 

Mr Rajaqopahn — As soon as the irregularity was discovered, an investi- 
gation was ordered by the New Capital Committee and an officer was placed 
on special duty assisted by an accounts officer and an audit officer 

Maulm Mohammad Yakub — ^^^Tiy was it not referred to the pobce ^ 

Mr Rajaqopalan — ^Wienever an iriegularhty is discovered, we do not 
immediately complain to the police, but ue hold a departmental enquiry and 
in this case such an enquiry was held 

Chan man — In this case, according to the accoimts given, there was no 
felony at all Stocks disappeared ovmg to vuong accounting 

Ml Roy — That is an after -thought 

Maulm Mohammad Yakub — This is the conclusion they must have arrived 
at after makmg an investigation As soon as shortage was found whv did 
they not complam to the police ^ 

Ml Rouse — Discrepancies are bemg discovered every day It is not a 
question of actual shortage It is merely one of uTong accounting 
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Mr. Rajagopalan — ^The matter has been improved smce by arrangmg 
that there should be a separate and mdependent stock account kept by the 
Accounts office He has stock venfiers under him, and he makes surprise checks 
of any account he likes This arrangement has rendered very unlikely any 
such irregularity arismg m future We are really burying the past 

Maulm Mohammad YaJcub — ^What is the total amount that you want to 
bury * 

Mr Rajagopalan — The total amount of loss is 12 lakhs I gave a very 
full explanation to this Committee last year 

Chairman — That 12 lakhs includes a great deal which is not dealt with 
m this case 

Ml Rajagopalan — From the inception of the project we have got on our 
books a loss of 12 lakhs I explained last year to the Public Accounts Com- 
mittee that this was due to some extent to defective book-keeping If we set 
out gams against losses, there will probably be no loss to write ofi 

Ml Rouse — The loss of 12 lakhs also covers loss by depreciation and fall 
m market value 

Colonel Gidney — In siroilar cases, in other Government of India depart- 
ments, there is almost mvariably a police enquiry In fact, it takes place m 
Postal and Telegraph Departments 

Maulm Mohammad Yalub — We gather from the newspapers that a case 
relatmg to the Finance department is now before the courts as a result of police 
investigation. 

Chaiiman — The case is not parallel The loss in the stores is simply due 
to bad accounting, and in this particular case, we had a special explanation of 
the loss The loss was a natural one, due to evaporation 

Maulvi Mohammad YaLub — It is very difficult to understand that so 
much quantity evaporated 

451 Ml Neogy — ^What about beltmg * Was it due to evaporation * 

Mr Rajagopalan — It was simply due to mis-posting The store-keeper 
was not a trained man and he was not able to explain at the time that there 
was confusion between beltmg ‘ camel hair ’ and belting ‘ Gripoli ’ Afterwards 
the Accounts Officer formd out the truth 

452 Ml Neogy — ^Was this within a short period of the purchase of stores 
or of the preinous verification ^ Was not a previous verification made ^ 

Ml Rajagoplan — The first storekeeper was found to be a scoundrel and 
he was dismissed on the spot Another untrained man came along 

Maulm Mohammad Yahub — ^Why untramed ^ 

Ml Rajagopalan — That was a point wh ch Mr Hoche fully went into 
He blamed the administration for being penny wise It was the view that a 
trained man would have cost more Anyhow we have not ffist appreciably 

Colonel Gidney — I feel disposed to state that the Committee might consi- 
der whether m such cases, it is not necessary always to have a police in- 
vestigation 
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Maulm Mohammad Yakub. — I thmk the Committee miglit make a recom- 
mendation that in such cases of shortage, or where there is a question of money 
involved, the case must be referred to the police instead of bemg enquired mto 
by the same department which ought to be held responsible 

Sir Fredei ic Gauntleit — That question is dealt with very carefully in the 
memorandum which was just issued by the Government of India settmg forth 
the fundamental principles on which disciplmary action should be taken. 
That was a question which was raised by hlr Rangaswami Ayangar three or 
four years ago This circular has been issued b}’’ the Government of India on 
this subject and this pomt has been dealt with very carefully 

Chairman — ^Might I ask the members of the Committee to read that 
memorandum and let us defer further recommendation on this subject until 
we come to the final stages of the report 

Sii Fiederice Gauntleit — That circular is at present in the hands of every 
member of the Committee 

Chan man — Has it been circulated to all members ^ 

Mr Sanjiva Bow — It was circulated last Tuesday 

Chan man — Then, I should like to have some time to considei that 

433 Ml Das — Referring to that circular might I ask Mr Rouse that m 
taking disciplmary action, responsibility should be properly allocated among 
the officers responsible and adequate pumshment meted out accordmg to the 
position the officer occupies, the higher the status of the officer, the greater 
should be the responsibility Hitherto our experience had been that only 
petty clerks are dealt with by disciplinary action bemg taken against them 
Heads of departments always go scot-free Heads of departments should be 
brought to book for laxity of control 

Chairman — Have you read the memoiandum which was circulated last 
Tuesday ^ 

Ml Das — I read last year 

Chairman — I am referring to the memorandum which was circulated last 
Tuesday 

Sir Frederic Gauntleit — If the memorandum is here, it can be read out for 
the information of all the members of the Committee 

(The memorandum nas then lead out to the Committee ) 

Chairman — I do not think we need pursue it because this circular 
has been issued and as far as I can gather the Committee considers the passage 
just read out as satisfactory 

434 Chan man — ^Now reverting to paragiaph 79 of the Auditor General’s 
letter, sub-paragraph (c) refers to a matter of serious delay He also calls 
attention in sub-paragraph (6) ‘ In spite of the lump deduction of Rs 8 14 
lakhs for piobable savings, a saving of Rs 26 08 lakhs has occurred on the net 
voted grant Undue optimism of this kind is a regular feature of the New 
Capital budget and formed the subject of careful enquiry by the Public 
Accounts Committee of 1928 It is satisfactory that practically the whole of 
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the big savings was surrendered in good time, but the number of uncovered 
excesses under imnor heads suggest that the detailed control of the grant 
was not entirely satisfactory ” 

Sii Fiederw Gauntlett — With the deduction of the probable savings, the 
total grant would have been 73 32 lakhs and the expenditure against that was 
39 09 that is 39 laldis agamst 73 lakhs which is roughly 60 pei cent The 
cut that was made was only about 10 per cent , and it is true that this has been 
the feature of the budget under this head foi years past and every year I 
have called attention to the same fact 

Chairman — What have you got to say Mr Eouse 

M) Rouse — It IS a veiy difficult tlung for me to budget and forecast 
what works will come forward in the conung year For instance, this budget 
was framed in October 1926 I am only a servant of the Government of 
India in this matter and it is they who frame the policy which varies from time 
to time and it is veiy largely a matter of policy as to what works pronded 
m the sanctioned project iviU be taken up or postponed or modified You will 
find at page 64.9 under “ Postponement of Works ”, “ Government House ”, 
about 2 lalJis Wc did not spend this for want of draivings and also on ac- 
count of the delay in obtaining suitable stone Stone is a matter of great 
difficulty with us and woik gets delayed if stone of suitable size and colour 
cannot be produced Under ‘ Legislative Buildings ’ there is a sum of 2 lakhs 
and 60 thousand for completmg the other storey That was a matter which was 
under discussion and it was not till this year that it was decided to cairyit out 
Then about othei civil buildings , under ‘ Hospital ’ there is a sum of 6 
lakhs We have not yet carried out the woik There have been numeious 
changes of pohcy mth regard to the hospital smce the inception of the project 
Under ‘ Furmtuxe and Fittings ’ foi Government House there are 4 lakhs 
That again is a mattei which takes a vei y long time to settle with regard to the 
details But I have to put money into the budget for aU those items which 
seem hkely to mature durmg the year 

455 Chairman — Take the hospital noiv That has never received financial 
approval 

Ml Rouse — This project has received financial approval as a whole We 
do not have to put up every individual item foi sanction Evei smce the 
mception of the project there has been a provision therem foi a hospital m 
Hew Delhi — sometime more and sometimes less according to the changes ol 
policy 

Maulvi Mohammad Yahub — In the last budget also ve sanctioned some 
money^for a hospital at New Delhi ? 

Chan man — ^Yes 

Ml Rajagopalaii — The hospital wiU serve the needs of New Delhi as well 
as the old It is under a diffeient grant altogether 

456 Kumar Ganganand Sinha — So when you apply foi the grants you 
do not actually know vhat you are going to do with the money 
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Ml Rouse — ^It IS very hard to forecast what 1 am going to spend it on 
Consider another item “ Purmtiuc " for the Secietariats If we had com- 
pleted that, we should have had a suiplus which we did not immediately re- 
quire as the Axm}^ Dej)artment has not even yet moved to New Delhi Tlien 
these items hke “ Sen eiage ” and “ Water Supply ” depend on the development 
of New Delhi, i e , the lequirenients in these respects depend on the decisions 
as to what land is to be sold for private bmlding and what further quarters are 
to be bmlt for Goverimient servants. 

457 Kwnai Ganganand Sviha — On what basis do you actually make your 
budget * 

Jf ; Rouse — It is always difficult to make a budget and it always has been 
I use the best 3 udgment I can as to what works are likely to come forward in the 
following year 

458 Foederic Gmmtleti — My point is that for several years past the 
average sanng on this budget has been 25 per cent every year, and the same 
explanations are given every year The fact remains that if one makes a 
reasonable budget one is fairly safe in cutting it b)'^ about 20 per cent 

CJmiman — These of comse are special cases I should have thought 
that the cuts might have been added later in the budget You say you rnake 
up your estimates in October You have got plenty of time to rectify those 
estunates later on I should have thought information would have been 
available at any rate as regards the hospital at that time to enable you o 
exclude that 

Ml Rajagopalan — I fully accept the Auditor General’s criticism and I 
should have made a bigger lump cut but for certain special considerations 
which were brought by me informally before the Finance Department We 
were anxious that there should be no reasonable excuse for not going on mth 
the work, as we wanted to get the full benefit of the architect’s services wmch 
terminate on the 31st December 1929 So we wanted to have the full budget 
provision As a matter of fact so far from havmg a lump cut we rvent a liwe 
further next year and gave an extra 10 lakhs to the Chief Bngmeer in order 
to speed up the provision and tell the architects to go on vuth the drawings as 
qiuckly as possible 

Mr Roy —And with your experience of having roughly about 25 per cent 
savmgs ^ 

iJf? Rajagopalan — I knev it was to be a surrender but I might tell the 
Committee that it v as a question of putting ourselves in the right ivith the 
architects 

M) 3htia — Tins makes the whole budget artificial 

Kumai Ganganand Sinim — How do you think of the suggestion that 
you should apply for lesser grants in the original budget and when you require 
more you should come up later on 

M? Rajagopalaiu — It vill be done hereafter, and lump cuts will be made 
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One special featuie is “ Keceipts ” here at page 647 You will find that our 
receipts have jiunped to over 12 lakhs against an estimate of 5 lakhs The 
more financial prudence we show m makmg our recoveiies, the worse we 
appear in our budget 

469 Chairman —Mx Burdon, this excess is not likely to occm in the 
■estimates of 1929-30 ^ 

Mr Burdon — I should not thmk so 

Mr Brehner — There is one pomt which I should like to mention, and 
that IS that anythmg connected with New Delhi is a matter of interest to many 
■departments of the Government of India For this reason it always takes 
a long time to get our estimates through Take for instance a very simple 
case,— the construction of clerks’ quarters Practically every department m 
the Government of India is interested in it and before we can get Mr Rouse’s 
estimate through it has to go to many of the departments and that takes 
a very long time 

Ml Bouse — It IS usually months before I can get sanction after I have 
put the case to the Government of India 

Mr Bajagopalan — I have one mmic remark to make and I have got the 
Fmance Secretary’s permission to mention it I anticipate similar lapses 
in 1929-30 too, for the reason that I advanced, because the architects’ agree- 
ment terminates on the 31st December 1929 But it mil not occur any more 

460 Mr Das — Will the Delhi capital work go on for another few’ years ^ 

Mr Bajagopalan — We cannot close all of a sudden 

Ml Das — We wnre told it would be finished in 1925 

Mr Bajagopalan — ^But wn shall have some residual w’ork to do 

Chan man — I’hat finishes the points that we had our special attention 
‘Called to by the Auditor General wnth regard to New Delhi Are there any 
■other points 

Graxt 69 — Civil Works 

461 Ml Neogg — I refei now to page 360, the note undoi 36 wduch refers 
to items 29 and 30, — construction of outhouses m the compound of the Resi- 
■dency at Baroda and quarters for the Meteorological staff at Civil Aerodrome, 
Karachi They arc new services for which no grant wns obtained from the 
Assembly 

Sii Fredenc Gauntlett — I merely raised the question as to whether in 
the opmion of the Comnuttce these should be regarded as new services As 
fai as I can see the question really develops into this What are you prepared 
to take as the monetary limit below^ w^hich you are not going to worry about 
regardmg the construction as a new service 

462 Mr Neogg — Should that be the ciitcrion ^ 

Sii Fredenc Gauniletf — I suggest that these buildings in essence cannot 
possibly be regarded as new services Every house has outhouses, that is not 
a new seivice The Meteorological staff must have offices and quartexs It is 
a new instrument of service Inasmuch as there is nothing novel about it, 
what monetary limit are you prepared to recommend the Legislative Assembly 



157 


to fix below which you aie not going to worry about obtaining a supplemen- 
tary grant ^ 

Ml Neogy — First of all I should lilce to know whether the two cases stand 
on the same footing In the one case it is an extension of an existing build- 
ing But m the case of the Meteorological staff, supposmg we had a Meteoio- 
logical office anywhere, does it necessarily follow that we must have a bmldmg 
of our own and that we must have lesidential buildings provided for the stafi 

Sir Fredei ic Gauntlett — agree from that pomt of view that they are on a 
difivrent footmg 

463 Mr Neogy — So it is not merely the monetary criterion that I want 
to apply. 

GJimi man — Can we have any special expilanation from the witnesses about 
these two items ^ 

Mr Brebner—1 am sorry I cannot explam them. 

Ml Neogy — do not suppose it is a mattei for the witnesses, it is foi the 
Committee 

464 Chairman — Axq you suggestmg that they ought to be regarded as 
new services, Mr Neogy ^ 

Mr Neogy, — The second one at any rate, irrespective of the amount 
involved 

465 Sir Frederic Gauntlett — Axe you prepared to follow that to its 
extreme limits ^ On a road you put a gate and you put up a chaukidar’s 
hut which costs Rs 60 Are you gomg to regard that as a new construction 
requirmg a supplementary grant ? 

Mr Neogy — suppose you must accept some monetary limit in such cases 
but the limits cannot be umform, they must vary accordmg to the nature of the 
cases 

466 Sir Frederic Gauntlett — ^The Accountant Geneial has brought this 
up dehberately in order that some sort of prmciple can be threshed out by the 
Comrmttee by reference to actual concrete cases that come up 

Chairman — suggest that we want to Icnow a httle more about these two 
cases From the statements given it may be that we do not know what the 
circumstances were It is very difficult to discuss the principle and take these 
as illustrations merely on the title which is given us here 

Sii Frederic Gauntlett — thmk it is essential to have a complete explana- 
tion of what has been done if we are going to evolve a set of prmciples 

Chairman — Then we are without the information to discuss it further 
to-day We can see that further mqumes are made about these items, and if 
your object is to get this Committee to consider what the prmciple should be I 
think you should put before us a memorandum on the subject givmg a number 
of instances of doubtful cases with the exact circumstances in each case That 
might be a useful way of raismg the pomt 

Sir Frederic Gauntlett — There are three or four lef erred to by me elsewhere 
which give much more elaborate detail In this case I did not have the in- 
formation 
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Chan man — I would like to suggest tkat we are not likely to have before 
us in this year’s meeting sufficient information to throw proper bgbt on this 
subject As the pomt has been raised, we might ask the Auditor General to 
see that next year we get before us a collection of doubtful cases with full ex- 
planations and we will reserve this point as one which requires discussion and 
recommendation by the Committee I think we might accept the fact that we 
are not really competent to deal with this here 

Si} Fiedeiic Gauntlett — There are other cases m which you have the infor- 
mation m the body of the report which you might take up this year There are 
two cases, one about the machinery m the Jlint and another which will come up 
under Education, Health and Lands 

467 Mr Roy — At page 339 under A-6 you have an excess grant for 1 
lakh and some thousands for Kabul Legation bmldings Do these Legation 
bmldmgs belong to the Government of India or to the British Government * 

Mr Rouse — To the Government of India 

468 Maulvi Mohammad YaLub — ^At page 353, there is a case where on 
the abandonment of a Cantonment the lands were restored to an Indian State 
and the civil buildings and the f urmture therem were handed over to the Durbai 
free of charge, the value of which was Bs 52,000 I would hke to know what 
were the circumstances in which this furmtme was handed over free of charge 

Ml Brebner — I am afiaid I have no information on this point You will 
have to ask the Foreign and Pohtical Department representative about it This 
IS one of the matters I took up with them because I had no papers on the subject 

469 Ml Mill a — I refer to page 652, item (c) and paragraph 79 (d) of the 
Auditor General’s letter, where he says that the balance is susceptible of further 
reduction 

Sir Fiedenc Gauntlett — The question I have suggested is to ask whether 
steps have been taken to dispose of the surpluses 

Ml Rajagopalaii — The answer is that we have since disposed of Rs 79,000 
worth of stores, and as regards the balance the Chief Bngmeer disputes the 
figures given 'What happens is that each Executive Engmeer reports the 
value of surplus stocks of his diiasion without consdering whether they can 
be used in other divisions They do use up a lot of these stores m this way and 
there is probably a mistake in the preparation of the figures 

470 BIr Neogy — Take item No 4 That particular item shows that your 
stores accoimts are in a very unsatisfactory condition and are rather im- 
dependable 

Mr Rajagopalan — We take great credit for item No 4 , we bought these 
fans in order to instal them in the offices, but now we have installed the coohng 
system, and may be able to do without the fans 

Mr Neogy — I said your stores accounts are undependable 

Mr Rouse — The Government of India never issued orders to have them 
debited to any final head of account 
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M) Rajagopalan — We hesitate to debit them finally to buildings because 
we should hke to tiy and do without fans at all Once the cooling system is 
established a lot of these fans will be in stock 

Cliamnan — ^You should not have put them under Stores It is clearly 
misleading I think we might suggest that this particular item might appear 
tmder a heading which would be shghtly less misleading 

However, you were not referring to these items when you talked about 
disposmg of surplus stores ^ 

iJH Rouse — ^At the end of 1927 our stock balance was 18 34, at the end of 
1928 it was 12 25 and it has now been reduced to 10 5 So it is coming down 
Moreover, the amoimts which have been reported as surpluses by the divisions 
and which have been mcorporated in these accounts aie in many cases not 
really surpluses, for example, a very large item in this account is pipes which, 
when we bmld the hospital and the very large amount of additional accommoda- 
tion leq^mred foi office and clerks, will all be used up I hesitate to class these 
things as surplus as it would only mean a heavy loss to Government if we sold 
them now for what they would fetch We would not get the full market value 
and we should have to try fresh supplies when we erect more buildings as we 
shall surely have to do 

471 Sii Fredenc Gauntlett — ^When it is stated that “the stock-m-hand is 
certified to include the followmg stores ” does it mean that your individual 
officers have given a certificate but you do not accept it 

Mr Rouse — That is the position Their certificates refer to the require- 
ments of their oum dmsions whereas I regard the question of surpluses from the 
point of view of the project as a whole I have now got reports from all the 
divisions which I am investigatmg 

472 Ml Neogy — There is a small point at page 657, a loss of Rs 9,000 
owmg to some miscalculation in connection mth enamelled shields bearmg the 
arms of the Ruling Princes placed m the Chamber of Pnnces Is it not possible 
to recover this amount from the prmces themselves ^ 

Mr Rajagopalan — ^No, it was decided by the Government of India not 
to do so 

IflESSRs V Harahaei Rao, Chuki Lai ajto Rama Hand called in and 

EXAMINED 

473 Chairman — The first matter we want to question you about is on 
Appendix II — Statement shov/ing action taken or proposed to be taken on points 
noticed bj' the Pubhc Accounts Committee — item 24 — Progress of the settlement 
of outstanding claims against some Foreign Governments and Indian States 
and of the unadjusted balance due by the Gwalior Durbar Can you teU us 
anythmg about the present position of the various matters mentioned in column 

ilfr Rao — In regard to the claim agamst the Persian Government the 
matter is till under the consideration of His Majesty’s Government and every 
endeavour is bemg made to safeguard our just claims I have nothmg further 
to say about it As regards Jaipur, it has been finally settled , and as regards 
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Gwalioi tliere is only a sum of Rs 2,062 outstanding , tliemattei is under re- 
feience between the Durbar to the audit officer 

474 Mr Mitra — Is there any dispute about it ? 

ilf} Rao — ^No , only a few details have to be settled The next <5um re- 
lates to claims against certain foreign governments whose subjects were interned 
during the great wax and were afterwards repatiiated They are lather compli- 
cated cases and our total claim came to about £50,000 , of this up to the date of 
the last meeting a sum of £11,336 had been recovered and since then a further 
sum of £5,278 Of the balance of £34,000, our difficulty is in respect of about 
£16,000 outstanding from Russia and about £12,000 from Poland , out of the 
balance there is no difficulty anticipated regarding a small sum of £3,000 or 
£4,000 

Chan man — ^You expect to get somethuig moie this year ^ 

ilfr Rao — Somethmg, but not very much As regards this £28,000 from 
Russia and Poland there is really considerable difficulty 

Kiimai Ganganand Stnha — You are carrying on negotiations with them ^ 

Ml Rao — ^Yes 

475 Chairman — ^Now, we turn to page 19 of the Accountant General’s 
Report Sir Prederic would you bring out the points which you consider 
necessary ^ 

Sir Frederic Gauntlett — The point is, as regards item {iv) of paragraph 35, 
that part of the provision for the qumquennial programme was reappropriated 
to meet certam expenditure in Baluchistan a portion was available for re- 
appropriation because the buildmgs for which that money had been intended 
were in fact constructed by money obtained from grant 69 — Civil Works — and 
Rs 31,450 was reappropriated in order to re-arm a portion of the Quetta-Pishm 
Police and as that le-armament was not contemplated m the budget at all, the 
question which I have raised for consideration of the Committee is whether that 
re-armament should be regarded as a new service, and I suggest that the witness 
should be asked to state exactly the conditions m which this re-armament was 
undertaken, so that the Committee may have information available to consider 
the question of what is a new service and whether this is a new service. 

Mr Rao — The fact is the re-armament of the Quetta-Pishm Force had the 
approval of the Standmg Finance Committee in the previous year in March 
1926 and funds were actually provided m the budget of that year and the supply 
of stores connected with the re-armament was also actually made in the year 1926- 
27 Owmg to some delay which occurred in the Military Department they did 
not raise a debit m that year and the expenditure had to be adjusted m the 
followmg year It will thus be seen that the expenditure had reaUy the approval 
of the Standing Fmance Committee and of the Assembly in the previous year 
and cannot perhaps, I submit, very property be treated as a new service m the 
next year , as a matter of fact when it was known in 1927-28 that the expendi- 
ture would have to be adjusted against that year the matter was taken up before- 
the Standmg Fmance Committee in order 1 o provide for a supplementary demand 
and the Standmg Fmance Committee agreed that the Government 
should approach the Assembly with a supplementary demand, but 
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latex on it "was found that the money could be met by reappropnation and with 
the concurrence of the Standing Fmancc Committee agam, it was actually 
met by reappropnation As regards the findmg of money from the qumquenmal 
programme for education, the concurrence of the Education, Health and 
Lands Department was obtained to this reappropnation and the programme 
did not suffer because the money had been found from the budget elsewhere 

Sii F'tedenc Guuntlett — I suggest that if money had m fact been voted 
m the previous year with the concurrence of the Standmg Dmance Committee, 
it ought not to be regarded as a new sermce merely because it technically falls 
withm another year 

Chanman — I think that will be a useful bit of case-law for us to estab- 
lish and I suggest that the Committee should make such a statement , it 
seems to be a reasonable statement 

Grant 69 — Civil Works 

476 Chairman — There is a point which arose in the examination of the 
last witness — page 353, paragraph 10 of the Accountant General’s Report, 
regarding the rehnquishment of Government property on the abandonment 
of a certam cantonment The Committee want to know in what circumstances 
this transaction was carried out and why certain buildmgs and furniture were 
handed over to the Durbar free of charge 

Mr Eao — This relates to Deesa certam lands in an Indian State were 
utilised for a cantonment for nearly a hundred years There was however no 
actual transfer of jurisdiction from the State to the Government of India , 
so the land was practically land belongmg to the State In 1925 the Govern- 
ment of India held that it was no longer necessary to keep this as a nulitary 
station and the Darbar therefore requested that the land may be given 
back to the State The Government considered the question and it was 
suggested that the Darbar should purchase the existing buildings m the Can- 
tonment area, but finally it was decided that it was impolitic and inequitable 
to make any such suggestion in view of the fact that the Cantonment land 
was occupied free of rent for nearly 100 years — which was a very strong 
argument for generous treatment Moreover, there was another pomt There 
was no prospect whatever of obtainmg anything approachmg the book value 
of the bmldmgs in the open market, and the transfer was accordingly made 
free of charge on certam conditions regardmg maintenance of bmldmgs and the 
observance of existing leases The Darbar is also reqmred to provide the 
land required for an emergency landing ground for the Royal Air Rorce. 

477 Mr, Skervam — ^You say there was no market for the bmldmgs, but 
in fact that pomt is disputed And then, what about the furniture* 

Mr Rao — The furniture must have been insignificant compared to the 
value of the bmldmgs 

Mr Shervam — ^What was the value of the furniture * 

Mr Rao — I am afraid we have not got the information 

Chairman — ^Well, as the buildings were valued atRs. 52, 000 

H62CPBFmD iJ 
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Mr Rao — That was only the civil buildings The mihtary buildings cost 
many lahhs The cost of demolishing the mihtary buildmgs would have been 
greater than the cost of trjung to sell them 

Mr Burdon — Did this take place in 1926 ^ 

Mr Rao — Yes, Sir 

Mr Burdon — There were similar transactions in the case of the Gwalior 
State when Goona was given up as the headquarters of the Central India Horse, 
and there has been another transaction of the same land in Nowgong When 
these cantonments have been abandoned it has always been found that there is 
no market for the bmldmgs — ordmary bungalows and barracks — and you simply 
cannot sell them I remember that in the case of Deesa the fiirmture, as 
Mr Rao has stated, was quite insignificant and we had a great deal of trouble m 
disposmg of it and gettmg a little money for it In all these cases there has been 
so much acco mm odation towards the Government of India and the British 
Indian tax-payer on the part of the States that really in the end it comes to 
this, that the only graceful thing you can do is to give up the 
buildmgs without charging anythmg, and as a matter of fact the actual 
pecumary sacrifice is found to be very negbgible 

478 Mr Shenam — ^Under what circumstances were these roads handed 
over to the States — ^the roads mentioned in paragraph 7 on page 353 ^ 

Mr Rao — ^I think that is a point for the Industries and Labour Depart- 
ment 

Cliaiiman — I thinlc roads are really rather in the nature of babdities more 
than assets We should be very glad to get rid of them , it means that the 
State assumes liability foi keeping them up 

Mr Sheivam — ^We must have spent some money on them and the State 
would not take them unless they were useful 

CJiaii man — ^W ell we loiow that roads are useful to everybody who passes 
over them 

Mr Shervam — The money of the Indian tax-payer has been spent on 
these roads and they have been given over imconditionally to the States 

Chairman — ^You might look at it m the other way, that the Government 
of India had the cost of malang these roads and mamtaimng them, and under 
this arrangement the Indian States take over the liability for mamtaimng 
them 

Mr Saotjiva Roiv — They were handed over to reduce the cost of 
maintenance of roads of the Central India Agency The roads were divided 
mto three classes The mam trunk roads of nulitary importance were retained 
by the Government of India Then there aie certam roads of commercial import- 
ance, m which case the State contributes a portion of the maintenance charges , 
and other third class roads were handed over the Daibais to reduce the mam- 
tenance charges of the Government of India 

Mr Shervam — Will they mamtam the roads ^ 

Mr Sanjiva Row — ^It is entirely up to them The Government of India 
are not mterested in them 
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Mr Shetvam — ^Bat aU the roads must be feeder roads 

Mr Sanpva Row — Yes, but the State derives more benefit from them than 
the Government of India, and if the States do not mamtain them it is the people 
of the States who will suffer as they use the roads for brmgmg tbeir produce 
to the mam trunk road 

Chairman — ^Tbe pomt must bave^been that it was not worth while for the 
Government of India to go on mamtammg the roads for its own benefit 

Political 

479 Chairman — Yle will pass on then'^to the next matter to which the 
Auditor General has called oui attention in paragraph 70 of his letter. We 
should like to know when you had the necessary information ^ 

Ml Rao — As a matter of fact we have still not got the complete infor- 
mation for malong a budget prolusion 

Sir Fiedenc Gauntlett — ^But should not the principle be that you should 
go on makmg p^o^uslon till you Imow that the charge is taken away from 
you ^ 

Chairman — ^And then you get criticised for over-budgetmg 

Mr Rao — ^The position is, Sir, that the budget estimates for Aden for the 
year 1927-28 were prepared m the usual way But we decided later on between 
the Finance Department and the Foreign and Political Department, that there 
should be no provision made pendmg a settlement of the question of incidence 
of cost of certam pohtical expenditure, and we aie now considering whether 
we should make provision this year for the expenditure 

480 Chairman — ^But you linow where you are now about this ^ 

Mr Rao — e are a little better off than before It is not finally settled — 
the mcidence of certam items of expenditure under Political is not finally settled 
and the matter is under further correspondence with His Majesty’s Government 

481 Chan man — ^Well, I am afraid we must accept that 

Bangalore 

Then, paragraph 73 of the Auditor General’s letter “ Page 619 — ^Bangalore 
— Important comments — sub-paragraph 2 — first sentence ” Have you got 
any explanation to give about that ^ 

Mr Rao — We have some explanation but I am afraid it is not very satis- 
factory This payment was in respect of a refrigerator and an electric stove, 
which were very urgently required, m the month of February There was 
only one set of these thmgs available in the firm and they were agreeable to supply 
it at once and wait for payment till April But that of course does not defend the 
position and it is not quite clear why payment was not made at the time of 
purchase We are telling the local authorities that payment ought not to have 
been postponed 

Chairman — ^Well there is nothmg more to be said about it , the fault 
IS admitted 
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482 Mr Mttra — I refer back to paragraph 70 (e) — page 594 regarding 
the purchase of certain books of fiction out of the contingent grant 

Ghmrnian — “ It seems desirable that the Government of India should 
expedite the issue of definite rules on the subject for the guidance of the Audit 
Officer ” 

Maulm Mohammad Yalub — It says that the question was referred to the 
Government of India in 1927 and no otders have as yet been' received 

Mr Rao — Orders have smee been issued The delay was due to the 
Finance Department being addressed m the fiist instance and the letter ap- 
parently got lost As soon as the Foreign and Political Department got 
cbpies of the relevant correspondence, the Government of India issued the 
necessary orders on the subject We have stopped the practice of purchasing 
periodicals and magazines out of the library giants and we have issued also 
instructiions as to the nature of the charges that to be met out of the library 
grant 

Mr Neoffy — Where is this library located ? 

Mr^ Rao — It is the library m the Residency 

Mr Neogy — Has every Residency a library ? 

Mr Rao — ^IVeU, the Bangalore Residency has one This relates to that. 

Sir Frederic Qaiintlett — I thmk the point in this business is why it took 
two years to get the orders out 

Mi Rad — As I have explamed, it was due to the loss of a letter in corres- 
pondence 

Chairman — It is regrettable but at any rate they have issued now la 
there any othet question ? 

Geant 30— Fokeign and PoLiTfcAD Deeaetment 

483 Maulm Abdul Matin Chaudlmry — In tire Appropriation Accounts, 
page 132, in regard to pay of establishment, the Auditor General pomts out 
m paragraph 35 that there has been persistent saving under this head In 
1925-26 Rs 35,000, m 1926-27 Rs 29,000 and m 1927-28 Rs 29,000 Is there 
any explanation for that ^ 

Mf Rao — ^Well the’ explanation I iave is what is giVen here, that it is due 
to assistants officiatmg as Supermtendents It iS vefy difficult to anticipate 
what IS going to happen, whether Supermtendents are going on leave or when 
they will go on leave And it is partly due to leave being taken out of India 
for which the charges cannot appear m the Indian budget If the leave is 
taken out of India it will bc debited against the Home budget 

Chairman — ^But is not the practice now" faifly stabilised to make a defi- 
nite provision for it 

Mr Rao —I hope it will be possible hereafter to do that. Sir 

484 Maulm Abdul Matin Chaudhury — ^Against C on page 132 the ori- 
ginal estimate was Rs 14,000 odd and there was a supplementary grant of 
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Rb 10,000 and still there is an excess of Rs 7,600 Could you not make your 
supplementary demand more accurate ^ 

Mr Rao — ^That is largely due to the big adjustments on account of 
passages and the tourist cars used by the Secretaries Especially if a tour is 
made towards the end of the year, it is dijB&cult to estimate the cost of tbe tour 
and to provide for it accordmgly 

Maulvi > Abdul Matm^ChuudJiury — ^But tbe supplementary was sanctioned 
as late as tbe 7tb March * 

Mr Rao — Of course, that diook account of expenditure for whichdebits 
had already been received Instructions have since been issued to the gentle- 
man in charge of this to get a programme from the Secretaries in advance and 
to evaluate the cost of the tours by reference tod;he Railway admmistration. 

485 Ml Neogy — ^Am I nght in taking it that the -Secretaries of the 
-Eoreign and Pohtical Department are entitled to the use of tounst ears 'as a 
•special privilege which is not open to the Secretanes of other Departments of 
the ' Government of India ^ 

It'h Rac — ^I do not know what Secretaries of other Departments are 
entitled to 

Mr Burion — Mr Neogy is correct in his assumption 

486 Maulvi Abdul MaUn Ghaudhury — ^I find in the note D (ni) “ debits 
(for cost of Reuter’s and Indian News Agency messages ” Do you -supply 
your officers with these news telegrams free of charge ^ 

Mr Rao — ^Yes, for official use Government cannot keep Consuls and 
others m far off places ignorant of what is happemng They have to be’kept 
supplied with up-to-date information 

487 Mr Das — I have a question, with reference to page 150 — ^Payments 
to (Provincial Governments on account of administration of agency subjects 
ilifind that only Bombay and Bengal are .paid certam sums of money, but my 
own province, Bihar and Orissa, does lots of work on account of > the - Stat^ 
admimstered by the Pohtical Department How is it they are not pai 
anythmg 

Chairman — But you are not here representing Bihar and Onssa 

Ml Das — ^I only wanted to know why other provinces are not paid for 
this woik 

Chairman — I am told you have already had an answer to that in the 
Assembly 

488 Mr Neogy — ^May I refer to page 597 of the report, paragraph 5’ 
This case relates to a mail road which was opened between India and -Tibet 
which had ultimately to be closed, and the net loss was Rs 51,000 But m 
this business we find that there were three motoi cars which cost Rs 20,000 
landed up there When the scheme was closed down they had to be sent back 
3 to India to be sold, and Iifind that the cost of transport amounted to Rs 4,637 
•while the price realised by their sale .was Rs 4,550 ,It wouldihave paid Gov- 
ernment better to have left the cars there m Tibet 



Mr Rao — There were political objections to that, 

Chaiiman —Besides, imagine what the Public Accounts Committee would 
have said (Laughter ) 

ilf} Neogy — Then this was inevitable '2 

Mt Rao — Yes 

Ml Neogy — But was it foreseen that the price recovered would be less 
than the cost of transport ? 

jlfr Rao — Well it had to be done m anj'- case They were sold at Siligun, 
the nearest market which could be reached 

Grant 74 — North-West Frontier Promnce. 

489 Maulm, Abdul Maim Chaudhuiy ■ — Page 444 Here there is a 
saving of Bs 34,000 due to the non-entertainment of the full sanctioned 
strength of Patwaris as there was no field work foi a portion of the year in 
consequence of the completion of tie measurement of Nowshera and Swabi 
Tehsils by May and of the commencement of the measurement of Peshawar 
Tehsil m Octobe’ What I want to ask is, w'hen you prepared the Budget 
could you not foresee that the work would be finished ^ 

Mr Chum Lai — The measurement work was completed earherthan anti- 
cipated when the Budget was framed The other reason is that the measure- 
ment work m the Peshawar Tchsil was commenced late on account of the 
extremely hot weather 

490 Maidvi Abdul Matin Chaudhury — ^Page 447, A 1(1) and A 1(2) 
What IS your explanation for this 

Mr Chum Lai — ^We submitted our proposals to the Government of 
India, but they were sanctioned by them m March 1927 In accordmg their 
sanction the Government of India remarked that it had not been possible 
to make provision m the Budget and directed us to meet the expenditure by 
re-appropriation if possible Accordingly it was met 

491 Maulm Abdul Matin Chaudhuiy — ^Page 448, A 2 Cost of opium 
supphed to Excise Department There is an excess of Es 4,820 Does it 
mean that you are sellmg more opium than before ^ 

Mr Chum Lai — ^Four chests mstead of one were madvertently entered 
m one district That caused the excess The balance remamed in stock. 

492 Maulm Abdul Matin Chaudhury — Page 449 Under Works A (1) 
there is an excess of Es 7,244 and the causes are the improvement of certam 
drams, etc Could you not have foreseen these thin gs t 

Mr Chum Lai — These works were considered of an urgent nature and 
could not be postponed, and so this expenditure was incurred The drams 
were in a veiy bad state 

493 Maulm Abdul Matin Chaudhuiy — Page 461, E 2 There is a savmg 
of Es 9,000, and the Head of the Department expresses his mabibty to explam 
the cause of the savmg, etc Why is it so ? 
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Mr GJium Lai — A lump provision of Rs 10,000 was made in the budget 
for temporary establishment under this head which was utilized to some extent 
under Head B Under the present system these figures are sent by the 
Accountant General’s Office to the controllmg officers, and it is difficult some- 
times for the controllmg officers to know the cause of excess, because the amount 
after all is very small 

Sii Fredenc~ Gamitleit — This question will not arise m future, because 
there is a separate Account Office for Peshawar which keeps accounts for this 
Provmce 

494 Maulvi Ahdul Matin Ghaudlmry — Page 455, A 4 Dietary charges 
The explanation is that this is due to mcreased population in ]ails Does it 
mean that crime is increasing in your provmce ? 

Mr Gliuni Lai — If you will see Head A -7, you will fin d there was a 
saving under that head The explanation for this is this We used to send 
prisoners to other proiunces, and durmg 1927-28 the expenditure on that 
account decreased as will be seen from figures under A -7 So there was a 
corresponding mcrease imder A -4 and 5 , while under A -7 there was a 
saving of Rs 37,000 because a smaller number of prisoners were sent to 
other provmces 

495 Maidm Abdul Matin Ghaudhuty — Page 457, B 9 Ar ms and 
Ammunitions The explanation is “ due to no fresh ammunition havmg been 
mdented foi durmg the year owing to old stock being available ” Why 
did you make provision m the budget ? 

Ghuni Lai — But provision is made several months before At that 
time we had no idea whether the ammumtion would be exhausred or not 

496 Maulvi Ahdul Matin Ghaudlmry — Page 462, AA 4 Supphes and 
Services There is an exce'^s of Rs 14,000 and odd 

Ml Ghuni Lai — You will see that under A 5 there were savings to the 
extent of Rs 11,630 The variations under these two heads were chiefly 
due to the fact that provision was made under the head ‘ Contmgencies,’ 
whereas the expenditure was debited to ‘ Supphes and Services ’ 

497 Maulvi Ahdul Matin Ghaudhuiy — ^Under Education, page 467, 
there are qmte a number of excesses Why was not provision made m the 
Budget 

Mr Ghuni Lai — A provision of Rs 5,11,000 was made under head H 
for the 5 years’ programme So all these excesses are counterbalanced by that 
savmg 


Grant 75 — Baluchistan 

498 Maulm Abdul Matin Ghaudhuiy — Page 479, Baluchistan, B 2 
There is an excess of Rs, 5,000 due mamly to expenditure on the renewal of 
Distillery Vats, etc I think provision could have been made for that m the 
budget t 

Mr Rama Nand — The reqmrements were brought to light after the 
budget was prepared 



499 Maulvi Abdvl Matin GJmtdhwy — Page 480, B 5 This is due to 
pittcliase of new furniture and renewal of old furniture 

Mo Raona Nand — The same thmg occurred here also A Committee 
was appomted to examme the question of the furniture "which was m a very 
bad condition The 'Committee condemned the fmniture and recommended 
the purchase of new furniture immediately It was neglected for some time 
Then an officer came and stayed in the Dak bungalow vlien the actual state 
of affairs was brought to his notice, and so the Committee made lugent 
recommendations to replace the old furniture 

600 Maulvi Ahdtil Matin Chaudhury — ‘Page 485, D Entertainment 
■charges The expenditure under this head was largoi during the year due 
to His Excellency the Viceroy’s Ausit as well as to Su Frederick Johnston’s 
departure from Baluchistan* Last year we were also told that due to Sir 
Frederick’s departuie the expenditure had to be incuiied ? 

Mo Raona Naoid — Last year’s account v as in respect of the last Dmbar 
m Sir Fredeiick’s time We had only one Duibar last 3'ear in Baluchistan, 
and the small expenditure is not on account of the Duibar but on account 
of Sir Frederick’s -actual departuie, and the amount v as viuy small 

501. Maulvi Abdul Matin Ghaudlmry — Page 492, G Language rewards 
to female relatives of Military officers What docs it mean ? 

Mr Raona Nand , — There is an exaimnation in oriental languages like 
Urdu and Persian which is prescribed for the wives of officers also 
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Evidence taken at the ninth meeting of the Public Accounts 
Committee held on Saturday, the 17th August 1929 at 
11 a.m. 


Present 


(1) The Honourable Sir Georoe Schuster 


Ghairman. 


(2) Mr T A K Shervajh- 
<3) Mr B Das 

(4) Mr S C ShTRA 

(5) Kumar Ganganand Sinha 

(6) Maulvi Abdul ]\Iatin Chaudhury 
{7) Mr K C Neogy, 

(8) Maulvi Mohammad Yakub 

(9) Mr K V Roy 

10) Lieutenant-Colonel H A J Gidney 


1 

y Members 


11) Sir Frederic Gauntlett, Auditor General 

(12) The Honourable Mr E Rurdon, Financial Secretary 

(13) Mr J E- C Jukes, Controller of Civil Accounts 

(14) Mr 0 A Travers, Accountant General, Central 

Revenues 

(15) ‘Mr A C Badenoch, Director, Commercial Audit 

(16) hlr T K Rajagopalan 

(17) Ml B Nehru, Deputy Auditor General 


Were also 
present 


Mr A B Reid, Joint Secretary, Department of "j 

Education, Health and Lands > Witnesses. 

Mr Ram Chandra, Deputy Secretary, Department J 
of Education, Health and Lands 


502 Ghaiitnan — ^We have first of all ceitain questions to refer to in 
Appendix II — statement showing the action taken or proposed to be taken 
on the points noticed by the Public Accounts Committee m their report on the 
accounts of 1926-27 Serial No 8 is “ Question of issumg an up-to-date edition 
of the Forest Department Code without waiting for the recommendations of 
the Statutory Commission ” With reference to what is stated in the remarks 
column has any member any question to put ? 


Mr Mitra — ^It has now been decided not to do it before the Simon report 
IS out t 


Mr Reid — ^Yes 

Mr Ml*) a — Only some portions are being brought up-to-date Hasdhat 
been done ? 


Mr Reid — That is bemg done 

503 Ghaiiman — ^The next thing is No 9 “ Fmal settlement of the 

account of timber shipped from Burma and placed with the 'timber agents 
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in London for disposal Is there anything further to say since these icmarks 
in the remarks column -T^ere written ? 

Mr Reid — We have received accounts from the High Commissioner, but 
they are not absolutely final accoimts The High Commissioner says that 
he can do little more He says that the staff employed on auditing the 
accounts costs nearly £1,000 a yeai and he finds it extiemcly difficult to get 
anythmg fmther out of the firm He advises that the accounts should be 
accepted as part of a general settlement with the firm 

504 Chairman — AVhat I wanted to laiow vas whethei the firm’s offer 
has been received - 

Mr Reid. — The offei has not been received as yet 

Chan man — So there is nothing more to be said about it ? 

Ml Reid — No 

605 Ml Mitra — There seems to be some difference. In the last year’s 
report, page 175 of the evidence, Mr Ram Chandra said “ When they examin- 
ed the accoimts of this transaction they found that there was some timber 
which had not yet been sold by the agents of the Government of India That 
timber has now been sold and the eontractors v ere asked to settle the accoxmt 
as soon as possible ” It seems that the timber is now with the contractor 
and the settlement is with the contractor only 

Ml Reid — The whole timber had been sold by the end of 1927, and the 
only question is that of accounts We have pot some accounts and the High 
Commissioner recommends that theie should bo no furthei questions about 
them That is the position 

506 Chaiiman — How do 3 mu mean ? Is that somethmg different from 
what you refer to in these remarks ? You say, “ The High Commissioner 
has been authorised to enquire from the film vhethei they -would offer a lump 
sum for the whole stock in their hands on the 31st December 1928 ” 

ilfr Reid — That includes othei timber I am spealang only of the 
S S “ Chengtu ” cargo 

Chaiiman — It says “ the timber which had not been sold by the agents 
of the Government of India ” — endence of last year, page 175 

Ml. Reid — All this cargo of timber has been finally disposed of 

Chairman — That particular cargo ? 

Ml Reid — Yes I am spealang of that caigo only 

Chan man — Not the whole of the timber ? 

Mr Reid — No , this particular cargo is the only point I am concerned 
"With in this case 

507 Ml Mitra — The cargo which is referred to in the remarks column 
does not apply to the supplies to Salonika ? 

Mr Reid — The cargo in question is Salomka timber. We shipped it to 
Salonika origmally during the war 
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Gliat^mar remarks m tkis column do not apply to that t’mker 

which, was supplied to Salonika ? 

Sir Frederic Gaunilett — ^Probably I might be able to clear up the position 
The firm of Howard and Sons are agents not merely for the Central Govern- 
ment but foi some of the provmcial Governments also 

Mr Reid — I do not know whether they are still 

Sii Fiedenc Gauntlett — At the period to which this relates, they were 
agents and they had received shipments from other Governments as well. 

Mr Reid — Yes, that is so 

Chairman — The negotiations to which you are referrmg, — do they lelate 
merely to the timber of the Government of India or to the timber of the^pro- 
vmcial Governments also ? 

Mr Reid — I think they relate only to Central J^Goveinment timber 
We have not yet received the ofier 

Chairman — If the timber has all been sold, what timber is there in respect 
of which an offer is to be made ^ 

Mr Reid — I am speaking only of the timber shipped by the particular 
ship Chengtu”, I believe there are’ other stocks of timber still undis- 
posed of wnth the Agents, which they propose to pmchase at a lump figure 

508 Mr Mill a — In reply to a question last year Mr Bam Chandra 
said, “ That timber has now been sold and the contractors were asked to settle 
the account as soon as possible ” Nmv in the remarks column it is stated tha.t 
negotiations are gomg on about the sale itself 

Mr Reid — There is othei timber besides the cargo of “ Chengtu ” 
timber The “ Chengtu” cargo of timber was disposed of a long time ago 

8ii Frederic Gauntlett — The whole position is extremely complicated I 
have read the report of the chartered accountants "who are attemptmg to in- 
vestigate the position for the High Commissioner, and it runs into nearly 100 
pages I mean the shipments have been gomg on for years and I admit that it 
must have been very difibcult for authorities out here to know what the exact 
position was m London 

Chairman — It ought not to be very difficult to get a statement of the 
stocks of timbers that still remam unsold 

Sir Frederic Gauntlett — That is m the report of the chartered accountants 
Is that so, Mr Eeid t Do you remember 

Mr Reid — ^I have not seen the repoit of the chartered accountants 

Sir Fredenc Gauntlett — ^Mr Badenoch could give us some information on 
the matter 

Mr Badenoch — The stocks of the various Governments and ttie various 
shipments have been so mixed up that it is very difficult to understand exactly 
what stocks belong to what Government and so on 

Chairman — I take it by this time next year advantage wiU be taken of 
the suggestion and the whole of these stocks wiU have been disposed of and then 
we could have a note which will finally dispose of this item 
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609 Qhaxrman —We now come to Serial No 12, “ Question of keeping 
cinchona accounts on a commercial basis both in respect of the transactions of 
the Governments of Bengal and India ” There apparently you cannot get 
on because the Bengal Government is considering the question ’ 

ilfi — That is so 

Mr Badenoch — The Bengal Government have asked me to make an esti- 
mate for establishment for the mtroduction of commercial (accounts next year 
and they have asked for the assistance of my branch We have given them an 
estimate and proimsed our assistance and we hope that provision will be made 
m the budget for 1930-31 

510 Qlmrnian — Serial No 13, “Improvement on the existing 'arrange- 
ment for verification of stock of cinchona bark at Mungpoo ” The lemarks 
column says “ The matter will be considered further when the Auditor has 
reported ” I suppose there is nothing really to be said about that for the 
present 

Mr Reid — I have little to add 

Sir Frederic Gauntlett — This too is mixed up with the previous case 
There has been a prehmmary investigation at Mungpoo and it is on that m- 
vestigation that the Bengal Government has now agreed that the commercial 
system should be introduced and this ,pomt will receive further attention 
when the commercial system is introduced 

511 Mr Miira — It was said last year that there was a piospect of an 
Agricultural Conference in October Was that Conference held ? 

Ml Reid — ^Yes This matter, however, was not referred to at that Con- 
ference It IS an admimstrative detail 

512 Kumar Ganganand Sinlia — ^How long will the auditor take to re- 
port on the matter ^ 

Ml Badenoch — It is a question of introducing the accounts and it will be 
amatter of 3 or 4 months The Bengal Government have accepted the s}’^stem 
It is only a question of mtroducing the system 

513 Chairman — Serial No 14, “Question whether the system of allocation 
of fees realised from paymg patients treated at the X-Eay Institute, Dehia Dun, 
should not be stopped and whether the officers of the Institute should not be 
debarred from private practice, a smtable compensation bemg given if neces- 
sary ” The Government of India have apparently taken a decision on this 
matter which is reported Any questions to be asked about that ^ 

Gdlond Gidney — ^As regards what you say m the remarks cohunn, has it 
not been the practice for some time * 

Ml Ram Chandra — ^It has been the piactice for some time, but what the 
new orders say is this All fees which are payable by non-entitled patients, 
whether the treatment is inside the institute or outside, whether the treat- 
ment IS with the aid of Government apparatus or with the help of pnvate 
apparatus, and whether it is with the 'assistance of Government staff or with- 
out such assistance — all such fees shall first be credited to Government Fifty 
per cent of that will then be drawn by the Superintendent of the X-Ray 
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Institute on the form pi escribed in the Cml Account Code This 50 per cent will 
be distributed among the Superintendent and his Assistants in the proportion of 
70 per cent for die Supermtendent, 20 per cent for the Assistant Surgeon 
and 10 per cent loi the Sub-Assistant Surgeon 

514 Colonel Chdiiey — That is going on for some time That does not 
satisfy the recommendation of the last year’s Public Accounts Committee 

Ml Bam Cliandm — The recommendation was whether the officers should 
not be debarred fiom private practice That question has been considered but 
we have decided not to pursue the matter further as it is possible that the In- 
stitute might be abolished in the near future 

515 Colonel Gidney — Is it a fact that orders have been issued for the In- 
stitute to be abolished ? 

Mr Bam Chandia — Orders have not yet been issued but we are findmg 
out who will take the surplus stores, bmldings, etc The question of disposal of 
the buddmgs and stores is under consideration and Government have not come 
to a definite conclusion on it 

516 Colonel G'ldney — Is it because the military have refused ? 

Mi Bam Chandra — The mihtary say they do not want it for then needs 

517 Maidm Mohammad Yalub — Why is it to be abohshed ^ 

Mf Bam Chandra — It was largely for the needs of the Military and the 
Military Department say they do not need it 

618 Mr Boy — This' expenditure m connection with the Institute so long 
has been borne on the cml estimates ? 

Mf Bam Chandra — ^Yes 

Maulvi Mohammad YaLub — ^Up to this time to what accounts has all 
the money been debited 

ilfr Bam Chandra — Civil But recoveries have been effected from the 
Mihtary Department during the past few years 

519 Maxdm Mohammad Yahub — Has the Institute proved useful to the 
public as well as to the military ^ 

Mr Bam Chandra — I should say “ Yes ” But under the Reforms it le 
for the Local Governments to make then own arrangements 

520 Mr Boy — ^Assuming that the institution is abohshed, what arrange- 
ments would you make for traimng doctors in X-Ray as specialists^ 

Mr Bam Chandoa — The Military authorities say that now that IMS, 
officers are requned to undergo a course in England at Millbank, some of them 
could specialise in radiology and then train the Assistant Surgeons 

521. Mr Boy — ^Would it not be more expensive to send people to England 
for trainmg ? 

Mr Batn Chandra — The IMS officers have to go for further traimng 
under the rules So far as the Cml Departments are concerned, it is for the 
Local Governments to make their own arrangements for trammg their own. 
doctors on the cml side ' 
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522 Mr Roy — Whafc about your own responsibility for the centrally 
administered areas ^ 

Mr Rami Chandra — ^We[bave got a branch of the X-Eay Institute in Delhi 
and we have got a branch in Simla We only need two men for these places 
So far as tbe centrally administered areas are concerned, our requirements 
are not large and we do not see any reason why we should have such an ex- 
pensive institute ]ust for the traimng of a few assistant surgeons 

523 Maidvi Mohammad Yah uh — ^Who will take possession of the appara 

tus * 

ilfr Ram Chandra — That is lyhat w^e aie trying to find out We are 
negotiating with the United Provinces Government whether they would take 
it over at a fair valuation 

Matdvi Mohammad Yalub — Have you received any information on that * 

Jfr Ra)ii Chandia — YIq have not received any reply yet 

524 Mavlin Mohammad Yalub — ^Does not the land on which you built 
the institute belong to the United Pronnces Government ^ 

Mr Ram Chandia — am not sure that the Government of India did not 
pay compensation for the land 

525 Ivh Das — We had some discussion on this subject last yeai Is it 
that the military are not gomg to have any responsibility ? 

3Ir Ram Chandia — They say that they can make other arrangements 
which will be cheaper 

526 Ml Das — ^Are they not going to take the instruments which they 
have been so long using ^ 

Ml Rom Chandra — The responsibility for disposing of the stores and the 
apparatus rests with the Civil Department 

527 Ml Das — Who purchases the stores and the apparatus ? 

Ml Ram Chandra — These are purchased by Government for rmlitaiy 
units aU over India The stoies are indented by the Superintendent of the 
X Eay Institute When they arrive, the mihtary are required to purchase 
what they ordered 

528 Ml Das — Will they take over such of the apparatus as is available ^ 

3Ir Ram Chandi a — They may, provided that the apparatus is useful 
There may be some articles that arc obsolete 

529 Maulvi Mohammad Yahub — !May I Imow why the expenses were 
debited to the civil side, when the Institute was meant for mihtary purposes ? 

Mr Ram Chandi a — That is past history 

Chairman — ^Apparently the military have been asked to pay, and they 
have said they do not want to retam the Institute That is what has happened 
m a great many cases We now go on to paragraph 29, Forests 
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Gbant 21 — ^Forest 

530 Mr Hoy — sliould Uce to ask you, Su Fredenc, wkat kas kappened 
about tke revision of tke Forest Code ^ 

Bit Frederic Gauntlett — ^We kave urged very strongly tkat tke Govern- 
ment of India skould at least modify tkose rules wkick are definitely out of 
date and tkat proposal kas been accepted 

Mr Roy — ^You are satisfied ^ 

Sir Fredenc Gauntlett — am reluctantly satisfied Tke ma media wkick 
I suggested kas been accepted Theoretically I klce to kave a Code corrected 
up to date but it cannot be done for two years, tiU tke Simon Commission kas 
reported As a matter of practical poktics, on tke whole, tke decision is a 
wise one 

631 Chairman — ^Page 111 of tke Report Note C4(2) Tke control 
of expenditure seems to kave been generally poor * Have you got to say 
anything on tkat Mr Reid 

ilfr Reid — agree with tke Auditor General tkat in tke matter of 
budgetary control a mistake was made in respect of expenditure under C4(2) 

Chairman — Tkat kas been pointed out to tke responsible officer ^ 

Jlfr. Reid — ^Yes 

532 Ml Shervani — want some information about C 2 on page 111 
Due to tke construction of Mundak stafi quarters with kitchen which was not 
anticipated when tke origmal estimates were framed Is this not a new 
service ^ 

Sir Fredenc Gauntlett — I kave got tke feelmg tkat for petty works of this 
sort you must kave a kmit To my mind it is impracticable tkat for every 
new item of tkis kin d you must receive a separate grant from tke Legislative 
Assembly. 

Mr Shervani — Tke question is one not of tke amount but of tke prmciple. 

Chairman — ^We kave got to consider practical convemence 

Sir Frederic Gauntlett — I agree it is desirable to kave some linut I think 
Mr Skervam’s pomt is that in tke case of amemties for Government servants 
a 1 ower limit skould be fixed , it is for tke Committee to consider I doubt 
very muck wketker tke witnesses can carry us very muck furtker. 

Chairman — I tkmk we skould be gradually coUectmg notes on tins question 
of new services Tkey can be put together when we come to write tke report 

Sir Fredenc Gauntlett — ^It is a very important practical comment It 
xmgkt be noted for mention m tke report 

533 Maulvi Mohammad YaLub — ^Wkat limit would you fix ^ 

Sir Ftedenc Gauntlett — You cannot take one limit foi all departments 
A limit of 2 lalcks you may fix for one department would not hold good in tke 
case of Railways who are spendmg 100 croiea 

Maulvi Mohammad Yaluh — Would you fix a percentage ^ 

Sir Frederic Gauntlett — Maulvi Sahib, tke witnesses are very busy people , 
let us not detain them unnecessarily We had better discuss this when tke 
witnesses are not here 
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534 Colonel Gidney — May I ask Mr Eeid kow fai tke position had ad- 
vanced with regard to the Medical Research Institute and the Forest Research 
Institute 

Chairman — AVe had better conhne ourselves to the Forest aspect of it. 

Ml Reid — ^As regards the Forest College, if the new Medical Research 
Institute takes over the existing college buildings, the Forest College students 
will be accommodated in the existing Rangers’ College bmldings That 
answers the forest aspect of the question AV e are not going to build at present as 
the position with regard to the fiitiu'e of the subject “ Forests ” is too uncertain 

Grant 46 — Survey or India 

635 Chairman — AVe shall now go on to paragraph 42 of the Auditor 
General’s letter, Grant No 46, Survey of India Could you just explain to us 
the position. Sir Frederic * 

Sir Fiedenc Gauntlelt — There are two points which really merge into each 
other This is a case in which there have been considerable savings in the 
past AATien the budget came to the Finance Department I presume the 
Finance Department super-imposed a lump cut on the budget which was 
presented to it AVhen the budget was finally passed by the Assembly, it 
went back to the Surveyor General I understand he told his officers that 
this lump cut had been made and he definitely ordered economies The result 
of that, added to the normal savings, has led to the position which is set out 
m paragraph 42 If you look at the total figures on page 175 you will see that 
both under gross and net, the saving is still about 10 per cent 

636 M) Neogy — I should hke to know what the position is in regard to 
store accounts for maps ^ 

Ml Reid — The Surveyor General has not yet sent in his proposals as 
regards the future form of the accounts , we have reminded him, and shall 
get his proposals probably next month 

Sir Frederic Gauntlelt — Mr Badenoch knows something about this 

Mr Badenoch — I was down m the map record office a month ago, and I 
have seen that accommodation for maps has been mstalled They hope to 
complete the whole process by the end of this financial year, and they have 
undertaken to allow my branch to audit their stores accounts as soon as pos- 
sible after April 1930 

Sii Fiedenc Gauntlelt — I think we may regard this question as satisfac- 
torily settled 

537 Mr Roy — Is it not a fact that the Surveyor General said that most 
of these maps are out of date and are of no value 

Sir Frederic Gauntlelt — I suggest that the maps are not worth stormg if 
they are out of date 

Mr Badenoch — I believe it is the policy of the Survey Department to 
keep a specimen of every plate 

Ml Roy — The Surveyor General said that there are enormous quantities 
of maps that are of no value whatever to anybody but himself and that there 
was no possible chance of defalcation 
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Sir Fiedenc Gauntlett — It is very tmlikely tliat they will be stolen We 
on our side say that there is a value attached to them and that some sort of 
simple store accotmt ought to be kept I should be very sorry to see that the 
negotiations which have been gomg on for the past five years should now be 
upset 

Chairman — thmk a store account would have another value It might 
be that the department was prmting maps enormously m excess of the require- 
ments They are of no use at all, but they cost money If a store account 
IS kept, that will enable us to find out whether the department is being econo- 
mically run 

Mr Reid — I should like to add that the opmion that Mr Eoy read out 
was the opinion of the late Surveyor General and is not necessarily that of his 
successor 

Sii Fiedenc Gauntlett — We have made more progress with the present 
Surveyor General in six months than we made with his predecessor m three 
years 

538 Mr Das — ^As regards the last of the “ important comments ” I note 
that Saturday was sometimes taken as a recognised holiday I am glad that 
Audit took ir up and that the Government of India decided that Saturday 
should not be taken as a holiday We appreciate the decision of the Govern- 
ment of India and of Audit 

Grant 49 — Botanical Survey 

539 Chairman — Paragraph 45 of the Auditor General’s letter, pages 189- 
194 Botanical Survey Saving on the voted grant represents 17 6 per 
cent of the provision 

Sir Fi ederie Gauntlett — That was explamed in previous years This is a 
general feature of most scientific Departments 

Chairman — We have so many cases of this land and the same thmg 
has to be said in each case I do not know whether it is worth while pursumg 
them m detail 

Sir Fredenc Gauntlett — ^No, Sir I do not thmk that there is anything 
more to be said on that now 

Chan man — Grant No 51 There is no comment on Grant No 50 m the 
Auditor General’s letter 

540 Colonel Gidney — I have a question to put about Cmchona, page 190 
Considermg the quantity that we have m stock, what was the estimate made 
by the High Commissioner ? 

Ml Reid — ^We were very much m the hands of the firm .with whom the 
contract was m force Within certam limits they supplied as much or as little 
bark as they pleased, and hence there was difficulty in estunatmg 

Colonel Gidney — Is it that you have an annual contract with them * 

Mr Reid — ^W e have no contract with the firm now , it has been terminated 
They used to send, withm lumts as much as they pleased, irrespective of our 
stocks 

Mr Das — You are not going to make any purchases in Java ^ 
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Mr Eeid — We have not decided anything 

541 Colonel Cidney — Considcimg the quantity of stock in hand of 
cinchona and quinine, I would like to ask the member in charge as to whether 
it IS not possible, in view of the fact, that for 21 years we will not i eqmrc qumme, 
to extend the cultivation of quinine in India and make India pioduce all its own 
cmchona 

ilfr Retd —The view of oui Depaitment is that existing cmchona arrange- 
ments are in such an unsatisfactoiy state that v e should not expand further 
unless we adopt the lecommendation of the Royal Commission on Agriculture 
to centralise the whole thing The present position is m our viev un'^atisfac- 
tory, as I mentioned last } eai , vhnt vc aic trying to do nov is to estimate the 
cost of centralisation Whethei we can centralise is a matter vlnch wll then 
have to be decided in consultation vith othoi Depaitmcnts, notably the Finance 
Department Existing aiiangeiuents are unsatisfactoiy 

542 Colottel Gtdncxj —Considering ve have 70 lakhs tied up in quinine, is 
it not possible to evolve some means by vhich v e tan supply qumme in India ^ 

Ml Retd —We ha's e examined the question at great length AVe are now 
ascertaining the financial implications of the Commission’s iccommcndation 

Chaitntan Theiefoie we have got a scheme It is being examined and 
the view of the Depaitment is — if anything has to be done it should be done on 
the lines of the scheme 

M -That IS our tentative view It has not been accepted yet by 
the Finance Department AVe have consulted them , but the} see certain 
difficulties m tu® Commission s proposal 

Mj. Btadon. — -AVc Confeience last yeai in regard to this question 

'at which Mr Reid presidea I lepicsented the Finance Department It A\as 
m connection with the disposal accumulated stocks and lencval of the con- 
tact with Messis Hovaids Some expoit officers who wcic present at this 
Conference thought that the v hole sitiu'ltioii would be satisfactorily met if tins 
recommendation of the Royal Comniis’-ion on Agncultuic A\crc accepted and 
production of cinchona was made a Cential responsibility In regard to that 
I pointed out that oven at the piescnt moment wc are having great difficulties 
m ensuring the consumption of the amount of quinine produced The Local 
Governments weie lefusmg to expand then public health campaigns to such an 
extent as would absorb the surplus stocks of quinine, and I pointed but that one 
financial trouble about accepting the lecommendation of the Royal Commis- 
sion on Agriculture v/ould undoubtedly be that the Government of India would 
have no power to constiam the Local Governments to consume the qumme 
We might be producing it centially, but no body v ould take it That was one 
pomt that seemed to me to be required to be met before a definite scheme could 
be accepted There were othei difficulties — there was the obvious financial diffi- 
culty that the Government of India might not be able at any particular given 
point of time to provide the capital sum which will be necessary in order to 
recoup the Governments of Madras and Bengal for their capital expenditure if 
their factories were taken over by the Central Government Quite a consider- 
able sum IS involved (Mr Reid It is probably Rs 50 laldis m one provmce 
alone) The third pomt that I made was that it seemed to me to be necessary to 
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establish production of cinchona by the Central Government as distmct from 
production by the Local Governments, commercially, by the most economical 
method of production That is a point -which requires investigation So far 
as the Finance Department is concerned the matter rests there There are 
these three points which have yet to be considered by the admmistrative 
Department 

543 Ghat') man — ’"We discussed this at the Conference of Provmcial Fman- 
cial representatives in November Certain pomts were put to them They were 
going to inquire on their o-wn account Has that got any further 

Mr Burdon — ^No At the Conference, the discussion narrowed do-wn to 
the question of the disposal of the accumulated stocks and the renewal of the 
contract with Messrs Howards and, if I may say so, you were right. Sir, 
in saying that the representatives were gomg to inquire mto the matter The 
Honourable Mr Moir said that he was going to go into some question of policy 
The discussion there, I am light in sa}nng, lirmted itself in the end to the cancel- 
lation of the contract with the firm 

Chairman — ^We have advanced since last year to the extent that the 
contract with the firm has defimtely been cancelled Taking the normal sup- 
plies from stocks and adding to that the production by the various provmcial 
plantations, etc , that are already in existence, there is considerable difficulty m 
disposing of our present sources of supply , and therefore we are in a difficulty 
about putting up to any Government or to the Central Government a scheme for 
spending a great deal of money in promoting the production of cmchona It 
seems to me that the key to the whole thing lies at the consumption end, and I 
confess that my impression from discussion with the provincial rcspresentatives 
whom I saw m the first week of my presence m India was that the consurdption 
of quinine in India is extremely small and that the Government ought to be 
domg much more to distribute quinine and facilitate its supply to districts 
where malaria is common I think, from my experience in Africa, that what is 
bemg done here is on a veiy small and almost meagre scale. The first thmg 
to taclde is the consumption side 

544 Ml Roy — You are always lefemng to the sale of spurious quimne, 
Colonel Gidney 

Colonel Gidney — I do not Icnow whether you will permit me to mention it. 
Sir, but it IS a serious factor in the consumption of qmnine The markets are 
flooded with spmious quimne and Government qumine is not sold That is a 
very serious obstacle to the laiger sale of Government quinme The markets in 
India are glutted with qumine which consists of 3| grains of chaffi, grains 
of qumine and half a grain of some acid to make it tasty I mooted the pomt 
before Government and they promised to have a Committee I do believe. Sir, 
that if the sale of spurious qumme and its promiscuous introduction into 
India is stopped. Government qumine would rapidly go up in sale 

545 Chairman — ^Mr Eeid, have you considered any sort of conference to 
deal with the whole question ? Unless you can bring the various sides to- 
gether, it IS very difficult to make any progress I think, Mr Keid, you rather 
suggested that the Fmance Department were holding up the scheme. 
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Ml Reid — What I meant to say was that on a preliminary view, though 
we have not decided anything yet, we are in favour of adopting this recom- 
mendation of the Koyal Commission on Agriculture, if possible, asveare 
very anxious to increase the consumption of qumme in India 

Chairman — ^Meiely adopting the lecommendation vill not carry you very 
far 

Mi Reid — ^Asregards the Finance Depaitment, all ihat I meant to suggest 
was that they have pomted out vciy consideiablc difhciiltics in giving effect to 
the Commission’s recommendation, if ve wish to adopt it 

Glmiman — Siuely it is now for you to consider how the difficullies can be 
overcome 

Ml Reid — Our view is that even if the lecommendation is acceptable m 
principle, the fiist thing to do is to find out the cost We came to the conclusion 
that it was useless to proceed with consideiation of the lecommendation unless 
we had some prospect of being able to find the money mvoh ed 

Ghaii man — It seems to me that that should come at the last stage It 
seems to me also that you aie skipping over what is the mam difficulty The 
first thing to consider is how to get a policy in foicc all o\er India which will 
ensure a larger consumption of qumme Until you deal with the consumption 
Bide, it IS no use dealing wnth the financial side 

Mr Reid — It was on those lines that we were pioceeding onginally, but 
we then came to the conclusion that the fiist thing to investigate in consultation 
with the Local Governments principally concerned was the finance of the 
recommendation 

Chari man — How do yon expect the Finance Department in the first 
place or the Government of India in the second place to decide whether they 
can afioid a thmg imlessthey 1 now' what the value of that thing is going to be ^ 
We are never in the position of saying that we cannot afford a crorc if it is gomg 
to bring about the salvation of the country Ways and means must be found for 
raismg the amount What we have got to do is to weigh in the balance one 
claim against another and if you claim for the crorc that it would produce very 
good results, money w'ould be found It seems to me that you arc putting the 
cart before the horse m the w'ay in which you are tackling the thmg 

Sn Fiedenc Gauntletf — ^Thc consumption end rests entirely w ith the pro- 
vinces and IS a transfeired subject 

Chairman — I entirely agiee, and the fiist step seems to be some sort of 
conference wuth the representatn es 

Sii Fiedenc Ganiitlett — In fact an advertising propaganda for the extension 
of the use of pure qumme 

Chairman — That might be one of the recommendations of such conference 
But tlie first thmg is to get the various representatives together and see 
whether you can get an agreed policy 

Sir Frederic Gaunileit — One of the important things w'hich emerged in the 
conference of provincial representatives was that there seemed to be no indica- 
tion on the part of any transferred Munster to push the use of quinine 
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Chairman — ^We had no Tiansferred Ministers before us We might give 
them a chance of puttmg their pomt of view before condemning them 

Mr Burdon — The mformation that the provmcial representatives gave 
us showed that the question of increasing the consumption of quimne at the 
expense of Provincial Governments had to be considered in the majority of pro- 
vinces But what practically every Local Government said was that they 
pushed their programme of sale of quimne as far as they thought it desirable 
either on health or on financial grounds, and that there were other measures for 
the promotion of public health which they thought had a better claim than any 
further expansion of the consumption of quinine 

Chairman — agree that that was the general view expressed I do not 
think that we can regard that conference as very authoritative 

Mr Burdon — ^No, Sir It was merely called for a specific purpose, largely 
for financial purposes 

Sir Fredenc Gauntlett — I suggest that if the consumption end is “ trans- 
ferred ”, it IS very difficult to make the production end “ Central ” unless you 
are going to get real harmony between the two 

Chait man — If the provmces decide to buy the stufi that is produced cen- 
trally, there should not be difficulty 

Mr Buidon ■ — There is one point of very great importance at the present 
moment There is nothing to prevent Provmcial Governments as far as I 
know at present or in the future from buymg quimne from outside at cheaper 
rates 

Colonel Gidney — Qmmne is sold at Ks 5 a lb The cost of Government 
qumme is Rs 18 to 22 Naturally the pubhc will not buy Government qumme 
but will buy the cheaper quimne 

Chairman — ^We cannot usefully consider the proposal of the Royal Com- 
mission on Agriculture until we have tackled the consumption end I suggest 
that it is not for us to lay down what the precise details of the scheme should be 
I would suggest this As there is this recommendation of the Royal Commission 
on Agriculture, which is under consideration of the Department, and having 
regard to all that we Icnow of what is going on in the provinces it is up to the 
Government of India to give a lead m the matter and try to get the provmces 
together and see whether the scheme for production can beditted m with the 
needs of consumption in the provinces The major part of the problem is the 
consumption side and that rests with the provinces It is for the Government of 
India to give a lead in the matter and try to get the provinces together and see 
whether there can be some agreement 

546 Colonel Gidney — It isAow a full year since I moved in the matter and 
I have been prormsed by the Government that there wiU be a Comrmttee which 
will enquire into the matter I believe they have addressed the Provincial 
Governments 

Mr Ram Chandia — May I explain, Sir, as this last pomt pertains to the 
medical side Colonel Gidney last year made certam allegations about the 
sale of adulterated quimne We wrote to Local Governments and asked their 
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considered opinion on these allegations Replies have heen received and m very 
few provinces is it admitted that adulterated quimne is sold on a large scale 
District Boards are the largest consumers and they supply quimne to the villagers. 
They get Government qumine Some of the samples that have been analysed 
show that they were adulterated, but adulteration is not practised on such a 
large scale as one would seem to thinlc As regards the Committee, to which 
Colonel Gidney referred, we mtended to appoint a small expert committee to go 
into the question of not only quimne but into the question of control of drugs 
generally We have consulted Local Governments Then rephes have not all 
come in and until the rephes are received, I am afraid we are not m a position to 
constitute the committee, because it will be for the Local Governments to share 
the expenditure and it will be for them to suggest whether any additions 
should be made to the terms of reference and whether any other questions should 
be investigated by the Committee Until we receive the rephes of the Local 
Governments, nothing can be done 

Oliaiiman — Thanlrs very much That of course deals with only one side 

547 Ml Miti a — It appears that the supply of Government quimne is 
much larger than the demand There must be soinethmg ■wrong somewhere 
It IS accepted that the demand for quinine is much greater than the supply 
that Government can make 

Ghairmmi The position is that as a result of the contract we had with the 
firm we have in stock something hke 21 years’ supply of qumine according to the 
statistics Therefore it creates a position which gives us very little mcentive 
to try and develop new sources I entirely agree with Mr Mitra that it is 
quite impossible that there can be this enormous supply of quimne in India if 
we can get at the real areas of consumption That is why I suggest that we should 
to get the provinces together If the Government of India is still of the 
'vne'wthat it was before, that it is desirable that India should be self-supportmg 
m the matter of quinine — ^if that is the position, then we cannot develop proper 
sources of production unless we aie guaranteed consumption Consumption 

is m the hands of Provincial Governments, and I do not see how we can at all 
a Vance in this matter except in co-operation with the Provmcial Governments 

j48 Mr Reid May I ask one question. Sir Is there any difierence m 
IS matter between qmrune and salt ^ Salt is centrally produced, but con- 
sumed and paid for locally 

G/mmnan -—The only difierence is this The demand for salt is there 
s a ma er of fact the Government of India is not the sole producer of salt 
1 on y pro uces a small fraction of the salt which is consumed in India out of 
sown wor s Me know perfectly well that the demand for salt is there , and 
mn o'wn direct sources of supply are^concerned, our difficulty at the 

to various causes, is to produce enough salt to meet the demand, 
no vice veisa If we were now bemg asked to spend a very large sum of 
S production of salt and I could not see the way clear 

i salt when it was produced, then I would certainly say that I must 
T other try and get the people who control the consumption before 

spent money on the production But of course salt is no parallel. 
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Everybody in India knows the value of salt and it requires no education to 
make people take salt , but as far as quimne is concerned, unless the medical * 
department is prepared to undertake some sort of campaign, people will not 
buy qumine You have got to educate the people to take quimne 

549 ]\I(iulvt Mohammad Yahub — In fact m villages, people are averse to 
takmg quimne May I know from Colonel Gidney for how many years qiumne 
retams its qualities ^ 

Colonel Gkdney — ^There is very little depreciation 

Maulm Mohammad Yalub — ^Do you mean to say that the qualify will not 
depreciate even if we keep the stock for 20 years ^ 

Colonel Gkdney — The depreciation is infimtesimal 

Chan man — I suggest that when it comes to mitmg our report, we should 
put m a recommendation that havmg regard to the position as regards excessive 
stocks now held and the fact that the Government of India has before it the 
scheme of the Agricultural Commission on central production of cmchona, the 
Comnuttee thmks that the whole position as regards the consumption of quinine 
should be reviewed, without considermg which the Government of India can take 
no further step forward I take it that that is qmte m order for us , but I ask 
your guidance, Sir Frederic ^ 

Sn Frederic Gauntlett — ^I have set down here in rough the recommendation 
which might meet the position “ The Committee recommends that the 
Government of India do mvestigate m consultation with the provmcial Govern- 
ments the possibilities of extending Government quimne ” That covers 
Colonel Gidney’s pomts 

550 Colonel Gkdney — Last year also we made a recommendation for a re- 
valuation of the stock We talk about so many pounds of stock As has been 
stated m the report there has been no attempt at revaluation and the auditor 
has actually signed the report without actual^ knowing the exact stock I 
know it is a very difhcult thmg We do not Imow whether we have got the 
stock Last year we passed the same remark on that We asked for a re- 
valuation and it seems that nothmg has been done There may be some 
reason for that 

Mr Reid — The Colonel perhaps refers to the note found at the bottom 
of page 191 There has been no revaluation because there has been no fluctua- 
tion in the world price of qumine 

Sir Fiedenc Gauntlett — ^Might I explam, Sir ^ I am practically certain 
that it IS all bound up with the question of the mtroduction of commercial 
accounts There are two store yards, one belonging to the Government of 
Bengal, and one to the Central Government and until the commercial accounts 
are introduced and a proper system of storage mtroduced, it is impracticable 
to make stock-takmg satisfactory It is possible that in the Indian Museum 
at Calcutta thongs are more satisfactorily arranged The matter is under con- 
sideration and it will certainly be taken up when the commeicial system is 
introduced 

551 Chairman — Is there any doubt as to the quantity of stock 
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Sir Frederic Gauntlett — That I think was investigated — again I am speak- 
from memory — over a year ago by an ofl&cer of the Commercial Audit De- 
partment who went to the spot to study the arrangements there before de- 
vising a scheme of commercial accounts I think, the general impression he 
gamed was that there was no real question as to the existence of the stocks 

552 Maulii Mohammad Yahib — There was no leakage of quinme ? 

Sir Frednc Gauntlett — The stock is mainly of bark and partly of quinine 
To keep quinme m store is qmte simple To keep stock of bark is exactly the 
same problem as we hear of m the Army Department with regard to stocdcs of 
Babool bark which they use m tanning Any attempt to get the stock of bark 
m rough is very difficult indeed 

553 Colonel Gidneu — In view of the fact that bark is used by local chenusts 
makmg cmchona, there is just the possibility that the commercial system of 
accountmg may not help 

Sir Fiederic Gauntlett — ^We can put it m a satisfactory position The 
trouble had been that last year the officer m charge of quinme for the Govern- 
ment of Bengal was on leave and nothing really drastic could be done when he 
was on leave The Government of Bengal has accepted m prmciple the introduc- 
tion of the commercial system and you may be qmte certain that will be one of 
the first pomts to which attention will be paid We are fully aware of the 
dangers of not mtroducmg a sound system of accountmg 

654 Chairman — ^When do you think you will be able to have a proper 
stock-taking ^ When will the commercial accounts be introduced t 

Mr Badenoch — The Bengal Government are gomg to introduce in all 
cases where they have direct control and where the Government of India have 
not direct control 

Colonel Gidney — There are large deposits m Mergm which the Burma Gov- 
ernment should take control 

Sir Fredenc Gauntlett — You will find on page 192 there is a certificate of the 
Supermtendent that he has verified the stock of stores Mengupu is a very 
much more difficidt problem It is not in Burma but in Dar eelmg 

GeANT 51 — ^AECHiEOLOGY 

555 Kumar Ganganand Sinha — Grant 51, page 197 Why were the 
plates for the publication of the Sanchi monograph entrusted to a ffim in Paris 
not fully reproduced ? You will find there is a saving of Es 20,000 out 
of 48 thousand and odd I should like to Imow smee how long is this work 
being carried on ? YTiat is the progress made ^ 

Mr Reid — It has been going on for the last 14 years or so It has not 
yet been possible to complete the work 

536 Kumar Ganganand Sinha — Then why do you apply for such large 
grants ? 

Mr Reid — We hoped that the work would be pushed on It is done 
in batches and the firm I believe, promised to deliver three batches of plates 
in the current year The Dnector General is constantly lenundmg them, but 
the work is progressing very slowly Havmg been entrusted to one firm, it 
cannot be taken away now and entrusted to another 
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Geant 53 — Othee Soiektieic Depaetjients 

557 Mr Neogy — Grant 53, page 204 We want to know sometliuig about 
tbe future of tbe museum, particularly witb regard to tbe financial responsi- 
bilities of tbe Government of India 

Mr Reid — ^We are at present givmg a fixed grant based on average ex- 
piendituie Wbat we are considermg is whether we can do away with that 
and substitute a grant based on actual expendituie 

558 Ml Das — You are not handmg it over to the Bengal Government * 

Mr Reid — There is no such proposal All that is happemng is that. 

as budgetary arrangements between the Government of India and the Trustees 
nre not very satisfactory, we are considermg whether we can improve them. 

559 Ml Neogy — The control and management of the Central museum 
is vested in a body of trustees who derive their powers under a statute ? 

Mr Reid — ^Yes 

560 Mr Neogy — ^Is this institution then regarded as a Government 
institution strictly so called ? 

Mr Reid — ^Its expenses are all met by the Central Government, and so I 
suppose it may be considered a Central Government mstitution 

561 Mr Neogy — ^As the trustees entertam the establishment, are they 
supposed to be Government officers ^ 

Mr Reid — Members of the trustees’ own office are trustees’ servants 

562 Mr Neogy — ^Aie they non-pensionable ? 

Mr Reid — I am afraid I cannot answer that question ofi-hand 

563 Ml Neogy — I should like to Imow somethmg moie about this 

Tou find (a) (1) pay of establishment, (a) (2) “ grants m aid ” “ Grants in 

;aid ” to what ^ 

Mr Reid — To the trustees 

564 Mr Neogy — So when you talk about establishment, your remarks 
xelate to people who are really Government servants '>■ 

Mr Reid — ^No The establishment is the trustees’ 

565 Mr Neogy — If they are servants of the trustees, why do you show 
fihem under a separate sub-head in page 204 ^ Why not mclude m the general 
grant m aid '2 

Mr Reid — The “pay of establishment ” may, I am not sure, be pay of the 
establishment of other sections I cannot say defimtely at the moment 
There are six sections of the Museum, and five of them are run directly by 
various Government departments 

566 Mr Neogy- — So the establishments really relate to Government 
■departments f- 

Mr Reid — It may perhaps be the case 

Sir Frederic Gauntlett — I should investigate that pomt The only comment 
I would make at present is that it is perfectly obvious that the total estabhsh- 
ment of the Central Museum rou';t cost considerablv more th^n, Es 6 000 a 
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year Therefore there* seems to be some small residue which is now paid for 
by Government, and I am qmte prepared to ascertain whether in fact those 
are Government servants and ought to be paid by Government 

667 Mr Roy — ^Do you pay any rent for storage of quinme m the Indian 
Museum ’ 

Mr Reid — I am not sure but 1 believe no rent is paid 

568 Ml Neogy — Grants in aid to scientific societies and institutes, 
sub-head (p) May I Imow if it is incumbent on such institutes to submit 
accounts compulsorily or at their option * 

Sir Frederic Ganntleit — There is a lecommendation of the Public Accounts 
Committee which has been accepted by the Government My recollection is 
that the recommendation of the committee is that that if the grant maid by 
Government forms a major part of the receipts of the institute, we should see 
the accounts If it is only a subsidiary part, we should not 

569 Kwnm Gmiganand SiiiJia — I find from page 204, though it is a very 
small amount, a sum of Es 267 sanctioned to the Bose institute May I 
know the special circumstances in vhich that sum was granted ^ 

Ml Ram Chandra — Tins sum represents the sixth and the final dmdend 
due from the liquidators of a firm to Sir J C Bose The amoimt was 
credited to Government through the High Commissioner’s account for Decem- 
ber 1925 But as no claim vas recencd from the Institute till 1927-28, the 
allotment vas sanctioned from the reserve at the disposal of the Pinance 
Department 

570 Maulvi Abdul Matin Ghaudhui y — ^At page 212, it is said “ In view 
of the explanation of the savings the circumstances in which the supplementary 
grant for a large amoimt was applied for in March 1928 appear to require 
consideration ” 

Ml Ram Chandia — The circumstances vere special The organising 
Secretary of the Congress of Tropical Medicines was under the impression that 
the allotment made by Government was in the nature of a grant in aid for 
non-Goveinment institutions He was therefore anxious to draiv the whole 
allotment before the end of the financial year A suppleinentarj' grant was 
therefore obtamed, but the Pay and Accounts Ofiicer objected to the procedure 
and said that this should not be treated as a grant in aid to a non-Government 
institution, but that it should be treated as expenditure on ordinary Govern- 
ment projects Therefore the organismg Secretary had to refimd the unspent 
balance of the money that was mth hnn 

Grant 57 — Argriculture 

571 Chan man — Grant 57, page 232 I think this is one of those cases 
where the Committee might express some opmion, about ‘ New services ’ 

Sir Fiedenc Gauntlett — I suggest the witnesses should be asked to state 
the position as they see it Then we should reserve the point for further dis- 
cussion 

Mr Reid — In the first place, Sir, I thinlc this is a point for the Finance 
Department In technical matters such as this I thinlc it is the fimction of the 
Fmance Department to state the position. 
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(Mr Burdoiij Secretary, Finance Department, tlien read out to the Com-' 
mittee the memorandum which was issued by the Fmance Department in con- 
neciion with the takmg over of the Creamery) Mr Burdon then added 

It IS not one in which the Finance Department are incbned to take a posi-' 
tive or immoveable view It is really a question for the Committee to say 
or to set down the case law, how the Legislative Assembly would like an item 
of this kmd to be treated Whatever the Legislative Assembly say, the Gov- 
vernment of India wdl be prepared to follow 

Chan man — There are two pomts of importance involved First of all 
that the approval of the Standmg Fmance Committee had been obtained for 
runnmg the creamery as a temporary measure, therefore it was not something 
entirely new, but it was merely takmg over an existing institution The 
second point is that it had been taken over by one department from another 
The second pomt does not impress me very much 

Svr Fredenc Gauntlett — ^I agree The mam argument which I would ask 
the Committee to bear in mmd is the fact that the purchase of the creamery 
committed the Government to the retention of this creamery by the Agri- 
cultural Department as a permanent asset It is perfectly true that the Stand- 
ing Finance Committee of the Assembly approved it 

QJm'iman — ^Would you mind dealmg with the other point first, that it 
was taken over by one Government department from another What do you 
thinlr about that as an argument ^ 

Sir Fiedenc Gauntlett — The newsservice not contemplated in the budget 
has to be interpreted as meamng the whole budget of the Government of India 
It only indicates one of the terrible complications which arise from the divi- 
sion mto non-voted and voted I find it very difficult to interpret the word 
‘ budget ’ m the Government of India Act with this division between voted 
and non-voted Theoretically, the interpretation is qmte simple The 
budget IS a budget as a whole, whether it is voted or non-voted But I think 
the Assembly is perfectly entitled to urge that a definite distinction should 
be drawn between those grants for which they have to find the money and for 
those over which they have no control whatever It is a veiy complicated 
position and that is the reason why I am anxious to have this point discussed 

Chairman — ^What you say is that, normally spealnng, tie budget is 
the budget as a whole Therefore, the service that has already been provided 
for in the budget of one department does not constitute a new service if it is 
transferred from the budget of that department to the budget of anotlier 
department But if the transfer is one from a non-voted budget to a 
voted portion of the budget, then the Government of India certainly ought 
to take that matter into account 

Sn Frederic Gauntlett — I am perfectly certain that the Legislative Depart- 
ment does not make any difference but as a matter of practice I am qmte 
certain that it ought to make a difference. 

Ml Neogy — ^Would you not like to make any distinction between 
“ transfer ” and “ purchase ”, because the expression used by Mr Burdon was 
“ transfer ” 
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Sir Frederic Qauntlett — ^Heie you have a definite purchase It is perfectly 
true that the Assembly is being asked to pay a sum of money for its purchase 

Mr Neogy — ^And besides it is for a serm-commercial purpose, because 
the creamery was not intended to facihtate research work but it was 
intended to be self-supporting At the time when we sanctioned it, we were 
imder the impression that we were going in for a commercial service and not 
merely a research service 

Sii Fiedenc Gauntlett — Those are the points which have weighed with 
the Accountant-General, Central Eevenues, in thinking that the creamery 
might be regarded a new service, and it is for these reasons that I have brought 
the matter before the Committee 

Ohaiiman — The point that has been made about the pui chase is qiute an 
important one because that after all puts the selhng department in the posses- 
sion of funds which have not been voted for it by the Legislative Assembly 

Si7 Frederic Gauntlett — But the Army Department is non-voted 

Chairman — That is another complication Even if it was a voted depart- 
ment, that department will get possession of funds which have not been 
voted by the Legislative Assembly Theiefoie, the purchase of an undertaiang 
like this by one department from another department seems to me to create a 
new condition altogether I do not thinlc you can get out of the fact that 
that IS a new service Nothing was included in the budget for the purchase of 
it There are two points in this case (1) It has been transferred fiom a non- 
voted budget to a voted budget , and (2) that it actually involves payment of 
money for the purchase of an asset which has not been provided for in any budget. 
You cannot say that this sum has been m any way provided for in the budget of 
the Government of India 

Ml She} vani — The seivice is always for a particular puipose Suppose 
we transfer certain soldiers from the hlihtary Department for traimng in Gov- 
ernment colleges, that would certainly be a transfer of certain persons from one 
department to another, but that new service must be supplied by a vote of the 
Legislative Assembly My point is that a service should be deterrmned from 
the purpose for which it is maiiitamed at present Tins dairy was maintained 
for supplying a certain amount of cream to the army But now it is 
maintained not only foi that purpose but also for the purpose of training 

Chau man — I am not qmte sure about that because the dairy was main- 
tained for the purpose of producing cream and millc to be sold It does not 
mattei whom it was sold to 

Sii Fiederic Gauntlett — The answer to Mi Shervani is that when the 
Standing Emance Committee acquiesced in the temporary ariangement and 
when the Assembly voted money for the temporary arrangement, it Avas qmte 
clearly understood and contemplated that the cieamery Avould be used not only 
for the supply of milk and cream and buttei but also for the framing of people 
m dairy woik Therefore, there has been no change of utihsation between the 
time when it Avas on a temporaiy basis with the concurrence of the Assembly 
^d the time Avhen the purchase "was made and it became the final asset of the 
Civil Government 
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Ml Shervam — ^My answer is that when yon require a teraporary expense 
for a particulai thing you go to the Assembly for a vote, but when you require 
that thing permanently, you do not go to the Assembly 

Sn Fredenc Gaunthit — But we are arguing that we should 

Chaii man — That is the second point But it has been proved that the fact 
that the worlang of this part of the Agiicultural Department has been approved 
by the Standing Bmance Committee does not in any way alter the situation 
It has already been approved and therefore it was not a new service What we 
have to consider now is that the Standing Finance Committee’s approval was 
given to a temporary airangement and, as the Auditor General has said, by pur- 
chasing the undertalong you leaUy made the arrangement permanent and 
^ therefore T think a new state of affairs is created My general conclusion on both 
the grounds is that this ought to have been treated as a new service 

Ml M%tia — There is a further point to be considered There was a dis- 
tinct understanding in the beginning that the intention was to work it at a 
profit, but it has been worlang at a loss 

Chairman — The position now is that under the arrangement origmalJy con- 
templated by the Standing Fmance Committee, they could have teimmated 
it at any time without any loss except the loss incurred on the worlang durmg 
the period for which it was worked But now that they have purchased it 
from the Army Department, they have not only got to consider the worlang 
loss but also the disposal of the undertaking for which they paid Rs 60,000 
There may be a heavy loss on that accoimt I must say, at the same time, that 
on both grounds neither argument against its being a new service is a vahd 
one It IS a doubtful point Is that the general view of the Committee 
(The members expressed consent ) 

572 Ml Neogij — ^What prospects are there of making this factory self- 
suppoi-tmg 

Ml Reid — ^We hope for better thmgs m the future particularh'- when we 
have secured an Ammal Husbandry expeit for the Agricultural Research Council 
I beheve there was a slight improvement in the financial position last year but 
we hope for the greatest measure of improvement when we get our Ammal Hus- 
bandry expert 

573 Mr Neogy — In the comments portion of this report leference is made 
to the very large stock that you are carrymg of butter 

Mr Reid — ^It has been disposed of since, at a very shght loss only 

574: Ml Roy — ^You are expectmg an Ammal Husbandry Expert on the 
Agricultural Research Council Will he be a third member ^ 

Mr Reid — Yes , he will be the third whole-time member of the Council 

575 Mr Neogy — ^Who looks after the commercial aspect of this under- 
takmg * 

Mr Reid — ^At the present moment the Manager of the Dairy looks after 
it under the general control of the Agricultural Adviser 
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576 Ml Roy — The administrative part of it will be looked after by the 
President of the Eesearch Coimcil in future ? 

Ml Reid — The Directoi of Pusa will be in charge, but he will have the 
advice of the expert on the Agiicultural Research Council whenever be requires 
it 

577 Sii Fiedetic Gauntlett — Was not Mr Smith in charge of the Diary ^ 

Ml Reid — ^Yes , he is in general charge of the Creamery and the Dairies 

generally , I should have mentioned him befoie 

578 Ghaii man — I cannot believe that the Expert on the Central Research 
Council IS going to help us very much as regards the marketing of butter If you 
want to make your Dairy pay, you must have a good business manager , your 
experts cannot help you at all 

Ml Burdon — hir Smith is a very efficient business manager He is m 
direct charge of the Dauy faim at Bangalore and also of all the other dairy 
farms He was taken over from the Army when I was Army Secretary The 
Education Department asked for his serxnces We were very reluctant to let 
him go 

579 Chan man — Were the Aimy Department luunmg it at a profit 

Ml Buidon — There is a great deal of literatuie on the subject of Military 
Farms Department After the war they were not running their farms at a 
piofit but at a consideiable loss every year 

Chan man — I think we have arrived at a sufficemt conclusion as legaids 
the mam points to which the Auditor General has directed our attention on the 
question of classification of new services That fimshes the comments on Grant 
No 67 

Grant 58 — Civil Veterinary Services 

580 Chan man — Grant No 58 Important Comments, 'pages 291 to 292 of 
the report — ^Mr Reid, could you tell us anything about the action taken agamst 
the responsible officers ^ 

Ml Reid — The case, I hope, has been closed now The officer chiefly 
concerned was ofiered the choice of resignation or removal, and has smee re- 
signed He has left for England finally 

Chan man — ^Do you think there are any further questions to be asked on 

that 

Sir Frederic Gauntlett — think we might have a rather longer explanation 
because, although it is true that the head officer has gone there are questions 
relating to the subordmate officers I thmk the Committee might have a 
fuller statement of the whole case 

681 Ml Neogy — ^Was the amount actually spent ^ 

Mr Reid — Yes , there is no allegation that any money was m^appropiiat- 
ed The money was spent, though it was not spent exactly m the way that it 
purported to he spent We have issued a letter on the subject to the Auditor 
General which deals with the whole case mcluding the subordmates 

Sir Fiedenc Gauntlett. — I have not had an opportunity of studymg it. 
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682 GJutirman — Could you give us some idea of it ^ 

Mr Reid — I can give you tlie position m a few words The view taken by 
the department which I am representmg is that aU these subordmate officers 
who are men on low pay, were actmg under the influence of the Director who was 
the leading spirit m the whole afiau: When his case was referred to the Pubhc 
Service Commisaion they recommended that he should be removed if he 
would not resign After a reference to the Secretary of State had been made 
and he had approved the Commission’s view, a further offer was, after certam 
negotiations and reconsideration of the case, made tentatively to him The 
ofler mvolved his degradation , he was to be removed from the Directorship 
and put mto a post which happened to be vacant, that of first Vetermary 
Kesearch Officer, on reduced pay After some three months’ dehberation over 
this offer, he refused it, resigned and left the country v/ithm a week 

The Governuient of India then proceeded to pass oiders on the case of the 
subordinates Their view vas that, as the subordinates all acted under the 
instigation of the head he must take the main blame of the case As, he had 
been leniently treated particular]}’- in being made the offer referred to the 
subordinates should also be leniently treated Two of them have now resigned 
They have all been censured, and the case has been closed in that way 

583 Kumai Ganganand SinJia — Why was he leniently treated ^ 

Mr Reid — Partly because in view of his expert qualifications we did not 
wish to lose him if v e could help it , in his o-^m Ime he was the first man m India 
Partly also because throughout the case he had no motive except the well-being 
^of the Institute as he saw it On the whole for these reasons as we considered, 
he received lenient treatment 

31r Biirdon — ^May 1 point out for the information of the Committee that 
for the future it has been decided that the functions of the admmistration and 
the functions of the expert research officer should be separated, and we propose 
t-o go before the Standing Fmance Committee shortly with a proposal that an 
officer of the Indian Audit Accounts Service should be placed on special duty to 
go to the Insti-tute and put the future system of admmistration on sound 
lines 

Chan man — I take it that the Committee is satisfied with the explanation 
they heard from Mr Eeid m the case ^ 

584: Shei vam — ^May I repeat the question that was put by Mr Neogy? 

Has the sum been spent on the football and hockey fields ^ 

Reid — Yes, it Kas been spent The work done was irregular, and 
conducted by objectionable and fictitious methods, but there was no peculation 
or imsappropriation by anybody 

Mr Neogy — There has been moral turpitude in the sense that they prac- 
tised a deception -with the Assembly 

Mr Reid — I should like to add that the Director was a scientific office^ 
and not versed in accounts work He suggested on at least one occasion, that 
he^should have the assistance of some expert m accounts to keep him straight 
n such matters That in part explains the case 
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Mr Shervam — To me Es 41,000 seems to be a very big sum to spend on 
football and hockey fields ? 

Mr Reid — The field bad to be built out of the side of a bill 

Chau man — I tbmk tbis pomt bas been carefully gone into and tbe evidence 
shows there bas been no peculation 

685 ilfr Neogy — Eefer to page 82, paragraph 68, — a case of double 
payment 

Mr Retd — That is only a matter of adjustment The Institute asked for 
payment to be made m January in future , as the subscription was formerly 
paid m April, two payments fell withm the same year 
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Evidence taken at the tenth meeting of the Public Accounts 
Committee held on Saturday, the 17th August 1929, at 
2*15 p.m. 


Present 


yMemb&s 


j 


(1) The Hon’ble Sir George Schuster, Gha%iman 

(2) IVIl T A K Shervani, 

(3) Mr B Das, 

(4) Ml S C Mura 

(5) Kumar Ganganand Sinha, 

(6) j\Iaulvi Abdul jVIatin Chaudhury, 

(7) :Mr. K C Keogy, 

(8) Maulvi Mohammad Yakub, 

(9) Mr K 0 Ror, 

(10) Sir Frederic GAUNrLUTr, Auditor General, 

(11) The Hon’ble Mr E Burdon, Financial Secretary, 

(12) Mr J E G Jukes, Conti oiler of Civil Accounts, 

(13) Mr 0 A Travers, Accountant General, Central 
Revenues, 

(14) Ml A C Badenoch, Dnectoi, Commercial Audit, 

(15) Mr T K Rataoopalan, Officer on Special Duty, 

Finance Department, 

(16) Ml B. Nehru Deputy Auditor General 
j\Ir H A F Lindsay Joint Secretary, Commerce Depart-') 

Mr A deC Williams Deputy Secretary, Legislative De- ^ 
partmont, J 

586 Chairman — iMr Lindsay i\ e just want to ask you one or two ques- 
tions and Mill start Mith Appendix. II 

With regard to seiial No 1 at page 7 is there anything to be said about 
that ? 


^Were also pro 
sent 


Mr Roy — Ml Lindsay why do you want to wait till the new Church 
measure comes mto force ^ It is just a question of division of expenditure 
between you and the Army, is it not ^ 

Mr Lindsay — ^Yes 

ilfr Roy — Has the Army been consulted ^ 

Ml Lindsay — ^Yes 

Mr Roy — ^And what is then ansMmr ^ They are required to bear their 
share, is it not * 


Mr Lindsay — Yes, as far as I know But we want to know exactly how 
we stand under the new system, and also further there is the techmcal question 
of the actual form in which we shall give effect to this decision We cannot 
actually give effect to it until the division has taken place 

587 Mr Roy — But you are agreed that there should be a division of the 
charge between civil and military ? 

H62CPBFmD 13 
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Mr Lindsay — Yes 

Mr Burdon — I should like to add somctlimg on that point A^Tiat will be 
involved if these ecclesiastical charges aie classified as military is that there 
will be constituted an Army Chaplamcy Department such as that existmg in 
the Umted Kingdom That is a proposition upon which the late Lord Kawhnson 
was very keen indeed He was at one time very anxious to do it and he was 
dissuaded from puxsumg the proposal because he reahsed that he would pre- 
judice the case It is a very important question of the estabbshed church m 
India and it was for that reason that the matter has been held m abeyance, 
and I am very much afraid myself with my experience of the Army and civil 
administration that when the thmg comes to pass there probably will be some 
duplication and probably additional expenditure I thmk it is very blcely that 
that will be found to be the admimstiative result , but apart from that, for the 
moment it seems to be perfectly clear that the change must wait because if you 
do have a separate Army Chaplamcy Department catermg solely for the re- 
bgious needs of the British troops m this country then the Indian church m its 
infancy null probably not be able to provide for the needs of others 

688 Ml Roy —There is only one pomt I want to ask you, hlr Burdon 
I think the whole idea is the division of charges between civil and military 

Mr Burdon — That may be the idea in certam quarters but I am tellmg 
you something else that is very liable to come on tapis 

589 Ml Roy — But it wiU increase the military charges to have an Army 
Chaplamcy Department and we will be confronted with three churches, the 
established church, the Eoman Catholic and the Wesleyan 

Ml Bui don — Under our existing arrangements the charges on account of 
Eoman Catholic priests are already borne on the Army estimates, the charges 
on account of Wesleyan priests who admimster to British troops are also borne 
on the Army estimates The main question is with regard to the Church of 
England 

590 Mr Mitra — Wq want to know if there are any particular churches 
other than Angbcan which are exclusively used by the army 

Mr Burdon — I thmk there is one class I am talkmg of the Scottish 
chaplams 

591 Chairman — May we pass to serial No 22 — ^Early Eevision of Ecclesias- 
tical Eules It really hangs together 

Mr Lindsay — It does hang together with the first one The rules aie 
actually ready m draft, but we want to make qmte certain that they square 
with the future position 

Mr Roy — The first notification of this subject is already out ^ 

Ml Lindsay — That is right 

Grant 45 — Ports and Pilotage 

592 Chairman — ^Now turmng to the Accountant General’s Eeport under 
grant 37, the Auditor General has no comments on his letter Grant 46, Ports 
and Pilotage we want to refer to pages 169 to 170 of the Eeport and paragraph 
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41 of tte Auditor Genoral’s letter. Perhaps you would explain the points, 
Sir Frederic, here ’ 

Str Frederic Gavntlett — The point very briefly is this, Sir There was a 
provision m the estimates for the conversion of the “ Diifferm ” mto a training 
ship and the amount allotted m the estimates was a lalch and 41 thousand 
The actual expenditure was 4 lahhs and 36 thousand, which is over three tunes 
the amount of the origmal allotment At the bottom of page 165 m note 
/ (6) one will see the details which worked up to the dxSerence, and the 
question for consideration is whether the difference between the expenditure 
and the grant has been undertaken on items which are so rabidly different from 
what was contemplated when the budget was prepared that they ought to be 
regarded as new services I confess I cannot qmte understand for instance, 
why the pm chase price was not provided m the origmal allotment 

Chairman — I agree 

Mr Liiidsay — That was because the Marme Department never gave any 
indication at first that they were gomg to ask for any price to be paid for the 
“ Duffenn ” 

593 Sir Fiedenc Gauntlett — Elight we have an idea as to what was con- 
templated and what items made up the original amount asked for which was a 
lakh and 41 thousand 

Mr Linsday — ^Those were the original estimates of what it would cost to 
alter the ordinary of&cers’ accommodation on the “ Duffenn ” to the accommo- 
dation reqmred for the trainmg of apprentices 

594 Sir Frederic Gauntlett — So that, although it was known that the ship 
would have to be purchased, as you had no idea what they would charge you, 
no provision was made m the budget' 

Mr Lindsay — ^It was not anticipated that any charge would be made. 
The “ Dufferm ” was on the shelf 

Sir Frederic Gauntlett — Surely, the Department bemg a Commerce De- 
partment, you did not think you wou^d not have to pay for the ship 2 

Mr Lindsay —We thought that if they wanted money for it they would 
come up for it at the proper time 

Sir Frederic Gauntlett — That is really a pomt of budgetmg rather than 
anything else, Sir 

Chairman — It is, but I tbmk that the mclusion of the purchase price made 
^uch a radical alteration in the whole proposition that the origmal authonty 
can hardly be taken to have covered it 

Sir Frederic Gauntlett — ^There are many other changes too That is why 
I asked if Mi Lmdsay could give us an idea of what items were mcluded m the 
ongmal figure 

Chairman — It is very hard to say that it is a new service It is different 
from the case we were considermg before where a man arranged to hire and 
take the thing ]ust at the working expenses and then decided to purchase it 
That IS qmte different The ship was always intended to be acquired here. 
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Sir Fredenc Gauntlelt — That is my 710111! I regard that 1 ather as defective 
budgeting 

595 3Ir Roy — This scheme aros-e out 0 the recommendations of the 
Indian Mercantile Marine Committee ’ 

Mr Lindsay — That is so 

596 Mr Roy — And the Director of the Indian Marine was the President 
of the Committee Did he not put a proposition before you ? 

Mr Lindsay — ^No He gave no intimation that it would be necessary 
to pay for this vessel The principle we went on w as what is it going to cost 
to alter the Captain’s cabin and the officers cabin, the smoking room, etc , 
into a new series of cabins -which would be allotted to apprentices’ class rooms 

597 Chairman — How is tins money actu.illy provided ? 

Mr Lindsay — By reappiopnation Tt is a large sum We get it from E. 
(2) (5), E (2) (8) and E (2) (9) 

598 Ghaiiman — Can you lemembei anything about this Mr Biirdou ? 

Ml Bin don — About the ‘ Dultcrm ’ ^ I imagine it is siinpl} a question 
of an oversight , that the Marine Department at the begmnnig never thought 
of gettmg anything foi the ‘ Dufferni ” and that afterwmrds it was probably 
picked up by the Controllei of Maime Accounts or picked iqi m some such way, 
and it was decided that the Marine Dejmitnient were entitled to claim some- 
thmg for this 

599 Mr Neoqy — ^Mio made the i aluation ^ 

Mr Lndsay —The Mamie Dejiaitment, and w'e had to accejit it 

600 Mi Roy — But w'as not the ‘ Duilerm an obsolete ship ^ Tt wmuld 
have been bioken up if it had not been taken 1171 foi this jnirpose 

Mr Lndsay — Yes 

601 3Ii Roy — j\Ir Burdon, vou know that the scheme has been a great 
success ? 

M? Bin don — I know I have seen the boys at work and I know that the 

Cominandei of the ‘ DuSerin” is extremely pleased wuth these results 

602 Sii Fiedenc Gauntlett — May I make one moie comment ? The 
next most important item is No 2, additional woik necessary on accoimt of the 
ship ha-vmg been laid up for a long time m which she had been put out of com- 
mission My general -^uew of the whole position is that there was a definite 
decision of the Legislative Assembly that this ship should be obtained and 
converted mto a trainmg ship The amount which it was estimated that 
conversion would cost was ridiculously under estimated I should prefer my- 
self to regard the whole of this as very bad estimating rather than the under- 
taking by the executive authorities of a new service 

Chairman — Yes, I qiute agree I do not see how you can consider it ai 
new service 

Sir Fredenc Gauntlett — merely brmg this up as the Audit Officer has- 
raised the question 
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603 Mauvh Mohammad Yalub — ^Yb.o made these estimates 1 

Mr Lindsay — ^An expert who came out and sau the “ DujSerm ” and 
estimated the cost of conversion But if I may just add a word of explanation 
to that, Sir, it is that none of these additional alterations could possibly have 
been estimated at the time, because they all came out when the “ Dufierm ” 
was so to speak dug into and the condition of the plates and so on was estimated 
A lot of it had to do with the replacement of old plates by new plates 

604 Maulvi Mohammad Yahuh — Probably if an expert was brought out 
it was to find out all these things 

Mr Lindsai! — No, Sir, I think it was on the meiits of the scheme and the 
“ Dufferm ” together 

605 Chan man — But the tbmgs you refer to could not have been dis- 
covered until the work had actually commenced At the same time, an expert 
ought to have been able to say that his estimate was little better than a guess 
because until you started work vou could not tell what was necessary He 
ought to have said so Was a further reference made to the Standmg Fmance 
Committee about this ^ 

Mr Lindsay — ^No, Sir ’ We discovered it right at the end of the financial 
year AWiat happened was when they found out that these repairs were neces- 
sary they went on with them — the R I hi went on with the repairs The 
Accountant General, Bombay, discovered the excess and reported it , and it 
was some time before it came to the Commerce Department and that was right 
at the end of the financial year 

606 Sii Fiedenc Gauntlelt — ^Docs not that raise the question Su, ofthe 
authority of the people on the spot to spend so very much more money than had 
been allotted from headquarters 

Chairman — I thmk it does I think the whole incident raises a gieat many 
important questions Fortunately it so happens that the scheme is a success 
and we know now that if we Imeu what the scheme was going to cost it would 
still have been approved 

607 Manhi Mohammad Yalub — Somebody should be held responsible 
for it 

Mr Lndsay — I am afraid the responsibility rests with the expert, 

Mauhi Mohammad Yalub — Have they appreciated his services ^ 

Mr Roy — But it is difficult to estimate the lefittmg of a ship 

Kumar Ganganand Sinha — Did you pay the expert anything ? 

Mr Lndsay — Yes But I veiy much question whether the expert could 
possibly have found out all the repairs that were necessary to the ship 
merely from a survey of it 

Chan man — What he ought to have done in these circumstances was to 
say I can estmiate certain parts of the Avork and for the rest it is mere guess 
work and you ought to have an ample provision to cover contingencies That 
would have been all right. 
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Mi Roy — Lmdsay, you will admit tliat there were extenuating cir- 
cumstances for under-estimatmg ^ 

Ml Lindsay — ^Yes, I think it is quite impossible to have given more than 
what Sir Geoige has said, a sort of warnmg that this is a prehmmary estimate 
and by the time you get down to it, it is gomg to cost you very much more. 

Ghatiman — Are you quite sure that he did not say that * 

Ml Lindsay — 1 am not qmte sure. Sir I do not thinlc he could have 
said that, for if so we should have been able to anticipate a possible excess 

Mr Roy — ^Did he come out from England — or was he from the RIM.’ 

Ml Lindsay — He came out from England 

Sv Fiederic Gauntlett — Do you suggest it has rather lowered the value 
of havmg Engbsh experts ’ 

Mr Burdon — I might explam m justice to the expert that he was much 
more an expert in nautical trammg for boys, and I think he had something to 
do with a trammg ship which is run by Lord Inchcape in coimection vuth his 
steamship compames and I should not thmk this gentleman really had any 
expert knowledge of ship fittmg and ship construction, or anythmg of that 
kind He was essentially an expert on nautical trammg for marine cadets 

Maulvi Mohammad Yalnb — Tlien the responsibility is on those who 
brought him out 

3Ir Bui don — The responsibihty for estimating the cost of alteiatious to 
the “ Dufferm ” lay very much more with the Marine Department of the 
Government of India It was their ship and if the work was done m their 
dockyard they were the people leally to Imow 

608 Sii Fi ederiG Gauntlett — Slight the witness be asked whether he has 
any comments to make on whether the authorities on the spot are entitled to 
spend three times as much as is provided in the budget iviihout previous 
sanction ’ 

Mr Lindsay — It was certamly a surprise to us. Sir, when we received 
this mtimation, not from the RIM direct but from the Accountant General, 
Bombay 

Mr Roy — After the money had been actually spent 

Sir Fredeiic Gauntlett — Has he powers allotted to him ’ Did he exceed 
ins powers ’ 

Ml Lindsay — ^WeU, I am afraid I cannot say We gave him no special 
powers to go ahead apart fiom all financial considerations 

609 Maulvi Mohammad Yahub — ^What measures were taken to meet 
the dilfeience ’ 

Ml Lmdsay — We did the best we could and reappiopriated it 

610 Maulvi Mohammad Yahub — ^Who provided the officer ’ 

Liuhay — He is not under our control 
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, 611 Mr Roy — The point which arises is that you incmied three tunes 

more eiqienditure than was estimated Did the Accountant Geiieial pass all 
the bills without mquiry ^ 

Sit Fred&nc Ga/wntlett — When the excess came to notice, the |Accountaut 
General reported it to the Government of India , that is how it came to light 

612 Mr Roy — ^Did he pass the bills ^ 

Sir Fiedenc Gauntlett — ^No, the bdls are post-audited Thelbills are 
actually paid on the spot and then they come to the Audit officer for audit and 
he keeps a runnmg record of the total amounts paid against this particular allot- 
ment and when he finds that the allotment has been exceeded he reports it , 
and he reported it to the Government of India and that is the way m which the 
Government of India came to know about it My point is did the officer 
exceed his powers vhich had been granted to him by the Government of 
India '2 

Chairman — ^That is the question which I want answered 

Mr Lindsay — As far as the Commerce Defiartment are concerned, he did 
We secured approval for the estimate and the work ivas put in hand 

613 Mr Mitra — ^There is no general provision that the cost should not 
exceed the estimate by so much per cent ? 

Mr Lindsay — No There was no such general mstruction 

611 Chan man — But was this work being done really on contract for 
the Commerce Department by another Department over which the Commerce 
Department had no control Was that the position * 

Mr Lindsay — I cannot say it was exactly on contract, Sir, because we 
had this estimate to work on and we merely gave instructions foi the work 
to be carried out 

616 Chairman — What we reaUy want to Imow is at what point the excess 
became Imown and what action was taken At what point ought the excess 
to have become known 

Mr Lindsay — The excess became Icnown when the bills went to the 
Accountant General 

Ml Roy — ^All the bills or pait of the bills * 

Ml Lindsay — It nas some tune before the Government was finally told, 
and the Accountant General drew the attention of the Government to the excess 

616 Sii Frederic Gauntlett — I thinlc the position is rather moie com- 
phcated than has lieen indicated up to the present If I understand the posi- 
tion aright, the Commerce Department of the Government of India asked the 
Army Department to be their agent and the work was entrusted to the Marine 
Dockyard, Bombay, which is under the Marme Department which is part of the 
Army Department The actual work done by the Marine dockyard uculd 
be audited and brought to account initially by the Controller of Marine Accounts 
who IS under the Marine Accountant General , then the debits agamst 
the cml departments v/ould be passed on by him to the Accoimtant General* 
Bombay Well, by the time all that process has been earned out, thai, is, 



200 


from tLc date that the money is spent to the date that the Accountant 
General, Bombay, gets to know of it, it may take three months, but the moment 
the Accountant General found those amounts were exceeded, you can take it, 
that he reported to the Commerce Department and that is how the thing came 
about That raises the question of the responsibility of the Supermtendent 
of Marme Dockyard , what powers he has of exceedmg any estimate on which 
he has to work It is true that Mr Lindsay will not be able to answer that 
question because the Supermtendent of Marine Dockyard is under the Army 
Department and not imder the Commerce Department That is the posi- 
tion ? 

Mr Lindmy — ^Yes 

617 Gliavrman — But I think we want to find out exactly what the arrange- 
ment was between the Commerce Department and their agents who undertook 
the work, because the Marme Department must know that they ought not 
ta enter into an agreement which rmght produce any excess expenditure 
of this kmd There ought to be some means of ensming that, when it is known 
that the expenditure might be exceeded, it is immediately reported because 
the money is not there This seems to have gone on without any action of that 
kmd bemg contemplated 

Sir Frederic Gauntlett — ^Well, the two intermediaries would be the Superm- 
tendent of the Dockyard in the first place and the Controller of Marme 
Accoimts in the second place, and in the third place the Accountant General 

Chairman — The Commerce Department was responsible in the first 
mstance 

Mr Lindsay — We are not in direct touch with the 

Chat) man — But the Commerce Department had the authority to spend 
this money and they entrusted it to the agent to carry out without protectmg 
themselves against this kind of excess expenditure So the fault goes to that 
stage of the proceedings 

Sir Frederic Gauntlett — I think we might ask the witness whether they 
made any anangements whatever 

3Ir Lindsay — ^None more than commumcating the estimates to the 
Marme authorities for the execution of the work 

Sii Frederic Gauntlett — Assuming that they were not to be exceeded 

618 3Ir Neogy — -Was it not pait of the Controller of Marine Accounts’ 
duties to say that the estimates were bemg exceeded t 

Sir Frederic Gauntlett — That would certainly be part of His loutme duties 

619 Mr Neogy is the Audit officer t 

Air Roy — The Controller of Marme Accounts 

Sir Frederic Gauntlett — In Bombay t I cannot say for certain 

Alaulvi Alohammad Yahub — ^Did youi Department make any report to 
the Government of India when this fact came to your notice ^ 
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Chau man — They provided for it by reappiopriatioii They went to the 
Standing Finance Comnuttee and asked for sanction of the excess expenditure 
in this case and they had money available for reappropnation 

620 Sir Frederic Gauntlett — ^Have you any idea, hir Lindsay, of the form 
of the estimate handed over to the Marine Department ^ 

Mr Lindsay — It was a detailed estimate It was not simply a lump sum 
for them to work within 

Sir Fredeiic Gauntlett — And had it been prepared by the Marine Depart- 
ment originally ? Or did it come to you through the Marine Department 

Mr Lindsay — It came to us from the Koyal Indian Marine 

621 Sii Frederic Gauntlett — ^And you assumed, when you handed that 
estimate over, that their responsibility for working within that estimate would 
be the same as their responsibility for keeping within their estimates for their 
own work ? 

Mr Lindsay — ^Yes, because they aie working just as much m the interests 
of Government as we are They are also a Department of the Government of 
India It did not seem to us necessary that one Government Department 
should say to another Government officei “ Mind that you keep within that 
estimate ” We should say that to a contractor, not to another Government 
officer 

Chairman — I should say it was all the moie necessaiy if the other ofiicer 
was not responsible for finding the money 

However, it seems to me we want to knov more details about this because 
theie may be certain lessons to be learnt from this on which the recommendations 
of the Committee might be based I think you know, Mi Lindsay, the various 
-questions that we have put to you and we should like to have from your Depart- 
ment as eaily as possible, so that we may be able to deal with it before we write 
om report, a full statement showing exactly what happened Because obviously 
this IS a sort of thing which ought not to happen and we want to Icnow 
exactly at ivhat point it went v rong 

Ml Das — 'SVe should like his ansner early so that we might laise the 
question with the Department of Military Accounts 

Chan man — I should think Mr Lindsay’s repoit will give us all we want 

622 Chairman — Now, as legards paragraph 41 (6) of the Auditoi General’s 
letter (p 164 of the Rejiort), have you got an\dhing to say t 

Mr Lindsay — I can explain what happened there It was m connection 
A\ ith the provision of a new lightship for the Burma lighthouse administration 
It was decided in consultation with the Biuma Government to obtain sanc- 
tion for the replacmg of four old lightships by four new ships as they were 
so old as to be almost useless One v as replaced in 1925-26 one in 1926-27 
In 1927-28 the provision was that shov n under E 2 (5) and E 2 (9) on page 164 — 
for the purchase of a lightship from England and for the assembluig of that 
lightship and jiutting it into commission in Burma In that year Mr 
Stevenson came out to report on the lighthouse administration of India in 
general and he gave it as his opimon that instead of getting a new ship it 
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would be possible to repan the old ship and put it into commission , and that 
recommendation was referred to the Lighthouse Committee, who turned it 
down and that is the reason Avhv these grants under sub-heads E 2 (5) and E. 

2 (9) weie not utilised 

623 Ghatiman — You mean they were delayed ^ 

Ml Lindsay — ^Yes, while Mr yStevenson’s repoit was being examined by 
the Committee As regards E 2 (8), the supeivision of the Lighthouses on 
the Burma coast had been done for us b}^ the RIM vessel ‘ Clive ’ and 
when the RIM threatened to withdraAv that vessel, Ave had to make our own 
provision for the superAusion of the lighthouses durmg the subsequent year, 
1927-28 We could not tell at that time exactly AAhat the cost Avas going to 
be and we framed a provisional estimate of just half of Avhat the ‘ Clive ’ cost us 
the Clive had cost us laldis and avc estimated 2j lakhs, but the actual 
expenditure was just half of that 

624 Str Frederic Gaimtlett — Have you any explanation why E 2 (8) for 
which the origmal allotment was Rs 2,27,000 was reduced to under Rs 72,000 
while the final expenditure Avas Rs 1,12,000 ^ 

Ml Lindsay — It aa^s as close as aa'c could get , Ave Aveie depending on 
the Burma Government’s Report on Avhat this service AAmuld cost 

Sir Frederic Gauntlett — Would you agree Avuth the criticism that the 
forecast of the Burma Government Avas slightly inadequate ? 

Mr Lndsay — It certamly proA’^ed to be inadequate , it A\ns as near as 
they could have got at the time 

625 Chun man — You have not given us explanation of the other items — 
“ Examples of indifierent budgeting appear under heads C 1 (,3) E 1 (4) and 
F geneially ” ? 

Mr Lindsay — As regards C 1 (3), this Avas due to the shifting of the 
shippmg office to the Development Department bmldmg and also to the lent of 
new prermses for the Shipping Office Bombay This office was originally located 
m the Custom House in Bombay and AAffien the Custom House had to take back 
that accommodation for its own purposes, Ave had to find new premises at 
short notice 

626 Ml Mitra — F 1 is rather important 

Ml Lindsay — This was the first year of the “ DuSerin ” , the ship was three 
months out of commission — it was put into commission three months later 
than we expected 

627 Ml Das — As regards paragraph 2 on page 168 of the Report, does 
the Act come into operation from this year, 1929 ^ 

Mr Lindsay — Yes We have now orgamsed the complet > staff of the 
lighthouse section 

628 Ml Das — Are they going to be put m the new organisation of the 
ports ^ 

Mr Lindsay — The port officers are already in existence It is m rel}' a 
transfer from the Local Government 
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629 Da: — ^According to the Indian Shipping Act 3 '-ou have to divide 
thrm into SIX divisions ^ 

3ir. Lindsay — Preparation has been made for that. 

630 Mr Das — ^No more additional expenditure on that account ^ 

Ml Lindsay — ^No 

631 Mr Das — But there -will be some extra expenditure on the light- 
house organisation ^ 

632 Ml Lindsay — ^Tes , and there ivill also be a considerable amount 
of savmg 

Colonel Gidney — As regards the Bengal Pilot Service on page 159, will you 
fondly tell us whether the service is recruited m India or m England entirely ^ 

Ml Lindsay — Both, as far as I am aware. 

633 Colonel Gidney — ^Did you recruit for the last six appointments m 
India or m England * I have it on information that they were all recruited 
m England without any competitive examination m India 

3Ii Lindsay — I am afraid I must ask for notice of that question 
Grant 61 — CosiMEROiAii Intelligence and Statistics 

634 Mr Boy — ^Does Commercial Intelhgence abroad come imder this 
head or under the High Commissioner ^ 

Mr Lindsay — ^Under the High Commissionei 

635 Ml Boy — We were to’d that tliree trade commissioners would be 
appomted during the current year at Hamburg, Milan and New York, but 
nothing has been done we were told last year that proposals had been sent 
to the High Commissioner and we would like to know what developments 
have taken place 

Ml Lindsay — The position is that the Government of India are consider- 
ing the scheme which the High Commissioner has placed before them It has 
been necessary to try and make one scheme for all six trade commissioners — 
Dr Meek’s scheme for near eastern countries also 

Mr. Boy — ^Will it come in the near future 

Ml Lndsay — ^Yes, certainly 

Chan man — I may tell you a little more the whole scheme has ]ust come 
to the Finance Department and will have to be considered this year with a 
great many other schemes winch involve the spendmg of more money and it 
will have to take its place vnth those . it will come before the Standmg Finance 
Committee of course 

Mr Das — We would lecommend it to you wholeheartedly to be given 
efiect to 

636 Maulvi Mohammad Yahub — Have they decided what should be the 
qualifications and rules of recruitment ? 

Mr Lndsay — ^All the details of lecruitment, pay, leave, etc , are under 
consideration 
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637 Mr Roy —There is a saving of Es 5,000 on books and papers 

Ml Lindsay —Yes , that is in Commercial Intelligence and is due to the 
rule that the purchasing department should bear the cost of publications 
In this particular case, I think it is rather of mterest that the Aden admimstra- 
tion required these publications , we were expecting a bill from the Government 
•of Bombay which never came so that, that represented a savmg 

638 Mr Roy — Is the Indian Trade Journal a commercial proposition * 

Mr Lindsay — The journal pays its way I do not think it makes a profit 

but we cover expenses 

639 Mi Roy — ^Are the Government advertisements paid for by each 
department * 

Mr Lindsay — They are not paid for 

Mr Roy — ^You could publish them m the Gazette of India then t- 

Ml Lindsay — We take care that our own advertisements get precedence 
m the Indian Trade Journal 

640 Mr Roy — YTiy should not the Stores Department, for example, 
which has its separate budget, pay for its oivn advertisements m the Journal ^ 

Mr Lindsay — Those advertisements are as a matter of fact of tremen- 
dous help to the Journal because they inciease the circulation and sale 

641 Ml Roy — At the same time you will admit that it is competmg with 
private enterprise ^ 

Mr Lindsay — To a certain extent I think Government Department of 
Commerce is bound to issue a journal — e g , the Board of Trade Journal 

3Ir Roy — I have seen that journal — they do not publish advertiseme jte 

Ghaiiinan — Tlie point might be considered 

642 Mi Das — The office of the London Stores Department is undex the 
High Commissioner and that means that comes under your Department ^ 

Mr Lindsay — I am afraid I cannot say who is responsible foi the Stores 
Department, London 

Mr Roy — To the best of my recollection you consolidate the stoies re- 
quired and send for them through the Industries Department and in the case 
of the Eailways the indent goes thioiigh the Eailway Department ^ 

Ml Das — The High Commissionei leceives all these orders tluough the 
Commerce Depaitment 

Mr Neogy — No, no 

643 Ml Das — J\ly question is tlus Foi the last few years we have been 
trying to have the staff of the London Stoies Department reduced The Com- 
merce Member thiee years ago said that the staff of the London Stores De- 
partment had been increased owing to the acquisition of the State Eailways, 
such as the GIF Eailway and the E I Eailway and now we find from the 
High Commissionex’s Audit Eeport that the London Stores Department pur- 
chased tv 0 milhons in 1926-27 and it has been reduced to one million and odd m 
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1927-28 So I tliouglit they arc not doing much work and, as we have no'w got 
the Indian Stores Department, the Commerce Department can see their way to 
reduce the stafi of the London Stores Department 

Mr Lindsay — I do not think it is subject to the Commerce Department 
GrRA>T S3 — ^LBaiSnATlVK Deuartmei^t 

044 Ml Ncogy — Page 137 of the report There is an excess of Es 15,515 
undei A — Pav of Officers This is explained as being due to the contmued 
cmploiunent of tlio officer on special duty m connection with the revision of the 
Indian Contract Act throughout the year (Rs 16,000) for whom no provision 
existed I think this particular appointment was created for a specific period 

Mr Williams — It was originally 

Mr Ncoqy — And the grant was obtained on that footing ^ 

Mr Williams — -Yes 

Mr Neogtj — ^I^ffien that period uas exceeded by one year how is it that no 
separate sanction was obtamed * 

3Ir Williams — Of course, it was not anticipated at tlie time the appoint- 
ment was originally sanctioned that the work ivould be so intricate as it w^as 

iJ/r Ncogy — But when did it strike you that the peiiod would have to be 
exceeded 

3[r Williams— 1 suppose about six weeks before tlie original period 
expired 

Mr Ncogy — Then what was the difficulty in your wav m going uj) for a 
separate sanction altogether 

Sir Ficdcric Gaunilelt — Going up before wliom ? 

il/r Ncogy — Going up to the Standing Finance Committee certainly 
m any case and to the Assembly if necessaiy 

Sir Williams — I have not the papers with me at the moment but I 
imagine an application was made in the ordinary way to the Finance Dcpait- 
ment , it must have been Certainly the Finance Depaitment w^as addressed 
before the officer w'as permitted to continue on duty I cannot tell you off- 
hand what period of the year it w as Init the Committee meets only twice a year 

Mr Ncogy — But the excess represents one full j’car 

Mr Shervam — -You could have had two opportunities 

Mr Williams — I was not here at the tunc but I am almost certain that that 
officer was not there for 18 months wnthout sanction being obtamed 

Mr Ncogy — In any case Es 16,000 is the amount in excess What was 
the rate at wffiich that officer was being paid per month 

Mr Williams — ^He was not a Government servant before His pay would 
not have exceeded Es 1,500 a month 

Mr Ncogy — Was, it ever placed before the Standmg Finance Committee « 

Mr Williams — I am afraid I cannot tell you off-hand If I had had some 
notice of it I could have informed you I was not here myself 
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•Sir FrcAmf' Gannllett — ^Tjoolang nt the figures I can gxiess tliat the pay of 
thf* officer vrn=; Rs 2,000 a month, that he was employed for four months of this 
3 ear 1927-28 nnder the previons specific sanction and then he contmued for 
eight months more One point does emerge if he contmued for eight months 
more, then lie must have been actually employed when the Standmg Finance 
Committee was on and the question that arises is whether imder those circum- 
stnnees it is desirable that the matter should agam go before the Standmg 
Finance Committee I do not know if there is any understandmg on that point 

Mr Burdon — Ordinarily it would go before the Standing Fmance Com- 
mittee , there would be no question about that Thmgs are only withheld from 
the Standmg Finance Committee under a convention which has been arrived at 
with the Standmg Fmance Committee and m no other circumstances 

Mr Williams — I can only suppose that, at the time that the appointment 
was proposed to be extended there was no sittmg of the Standmg Finance 
Committee for some tune 

At this stage Mr Burdon promised to look into the papers and let 
Mr Neogy know the result 
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Evidence taken at the eleventh meeting of the Public 
Accounts Committee held on Wednesday, the 21st 
August 1929 at 11 a m. 


Present 


(1) The Hon’ble Sir George Schuster, Chairman 

(2) jMr T A K Shervani, 

(3) Mr B Das, 

(4) Mr S 0 Mitra, 

(5) Kumar Ganganand Sinha, 

(6) Mauha Abdul Matin Chaudhury, 

(7) j\Ir K 0 Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) Mx K C Eoy, 

(10) Lieutenant-Colonel H A J Gidney, 

(11) Sir pREDERic Gauntlett, Auditor General, 

(12) The Hon’hle Mr E Burdon, Emancial Secretary, 

(13) Mr J E C Jukes, Controller of Cml Accounts, 

(14) Mr 0 A Travers, Accountant General, Central 
Eevenues, 

(15) hlr A C Badenoch, Director of Commercial Audit, 

(16) Mr T K Eajagopalan, Officer on Special Duty, 

(17) Mr B Nehru, Deputy Auditor General, 

Mr C W Gwynne, Joint Secretary, Home Department,"] 

Mr S N Eoy, Deputy Secretary, Home Department, y Witnesses 

Mr Bishen Sarup, Delhi Admmistration, J 

645 Chairman — ^There are three items in Appendix II of the Appendices 
They are items 19, 20 and 21 Could you explam them ? 

Mr S N Roy — ^AH questions regardmg Grant No 78 will be answered 
by Mr Gwynne who will come after me 

Grant 27 — Staff, Household and Allowances of the Governor General 

646 Chairman — In the Auditor General’s letter, paragraph 33, I find this 
“ As regards excess provision for leave salary I await with interest the firm! 
orders of the Fmanee Department mentioned m the closmg sentence of para- 
graph 29 of the Eeport” Have you got anythmg to say on that Mr Burdon ^ 

Mr Burdon — This is simply a quesiion of amvmg at a lump cut based 
upon actual experience and later on with careful checking on the part of 
accounts officers we hope to arrive at an accurate estimate of the lump cut 
which has to be made 

Chairman — ^What about the final oiders of the Emance Department * 

Ml Bu don — Those are the orders which have been issued It is a matter 
which remams constantly under the consideration of the Finance Department 
When we issue instructions to Accounts Officers, we propose to show them 
what the original provision was and what the lump cut made was This sys- 
tem was only introduced for the first time in 1927-28 When we get that 
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supplemented by tbe actuals— we shall receive a report for every year— we 
will issue further instructions form time to time, as they are found necessary 

647 Mr Das —I want an explanation of G2 on page 128— Other Charges 
What are the other charges in connection with tour expenses ? 

Mr S N Roy — I am afraid I do not know 

Sir Frederic Gauntlett — It is fairly clear that the expenditure under that 
head covers items other than the haulage of saloons and special trains and 
Government steamers, for example, pa,yments to coolies and so on 

Mr Ra'jagopalan — Maintenance and repair of camp equipment is a big 

item 

648 Maidvi MoJmmmad Yakub — There is another case of over-budget- 
ing on postage and telegrams on page 127 

Sir Fiedenc Gauntlett — I presume that the Private and Military Secre- 
taries thought that a good many telegrams were being sent on matters which 
could easily be dealt with by means of letters 

Ghaiiman — ^It is rather an item on which we should congratulate those 
concerned 

Mauli'i Mohammad Yakub — If it deserves congratulation, let us congra- 
tulate 

Ml Rajagopalan — Ks 21 000 W'as suirondered 

649 Mr Mitra — ^I find that item (D) on page 127 is unaudited 

Sii Fiedenc Gauntlett — This is a special airangemeni made by the Secic- 
tar}"- of State This is a particular sum placed at the disposal of Ills Excellency 
the Viceroy foi expenditure on particular matters on the condition that I 
apply no audit whatever to that expenditure Theie are statutoiy rules to 
the effect that I am not to audit the expenditure undei those tw'o particular 
heads 

Ghaiiman — It is really like the salary and sumptuaiy allowvance 

Sii Fiedenc Gaunthit — There is a definite contract 

650 Ml Roy — There is a supplemcntaiy amount of Rs 1,000 If it 
IS a fixed grant, how can theie be a supplomentaiy sum ^ 

Sii Fiedenc Gauntlett — That means that it must have been sanctioned 
by the Secretary of State himself 

65] Kumar Ganganaiid Sinha — Is it not audited by the Home Auditoi ^ 

Sir Fiedenc Gauntlett — No 

652 Mr Roy — ^Do I understand all these items were examined only a 
few years ago by an expert ofiicei who was deputed to do it — ^hlr Datta 
Gupta t 

Sir Fredei ic Gauntlett — I am not sure whether Mr Datta Gupta under- 
took that particular work But these allowances to the Viceroy, the Com- 
mander-in-Chief and the Governors, have been subjected to the examination 
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of Committees and liave been scrutimsed by special officers from time to time 
for tbe last 35 years that I have been here 

Mr Roy — ^TLe last was by Mr Datta Gnpta 

653 Kumai Ganganand SinTia — ^Wbat is tbe pomt about not bavmg 
them audited ^ 

Sii Fiede)ic Gauntlett — I presume it is because it is a type of expenditure 
to wbicb it is very difficult to apply any audit 

Char) man — It is analogous really to bis salary or to bis sumptuary 
allowance It is really part of the grant on which tbe Viceroy carries on bis 
office 

651 M) Roy — Is any officer of tbe Governor General’s household re- 
quired to certify that this particular amount has been spent ^ 

Sit Ftedetic Gauntlett — As far as I Imow, we obtain no direct certificate 
We receive bills without vouchers 

Mt Rajagojtalan — The Bills are passed by the Pay and Accounts Officer 
and no details are furnished I believe it is difficult to draw the line where 
expenditure from contract allow ance ends and where expenditure fiom sump- 
tuary allow ance begins The amounts are paid to the private account of His 
Excellency and I believe on more than one occasion the amounts actually 
spent were much than the sums received 

655 Mt Roy — Who passes the orders foi payment of bills The 
Mibtary Secretaiy to the Viceroy 

il/r Rajagojtalan — The Military Secretaiy is aUow^ed an imprest He- 
draw's cheques and then sends a monthly account to the Pay and Accounts. 
Officer with vouchers, but without vouchers in this particular case 

Mr Roy — You replenish his treasury again ^ 

Mt Rajagopalmi — ^Yes , his imprest is replenished 

Mr Roy — The Military Secietary is directly responsible for the expen- 
diture ^ 

ilf? Rajagopalati — He sends monthly accounts to the Pay and Accounts 
Office! who checks them , and then there is a super audit on behalf of the 
Accountant General The who'e account is audited except these items 
The Military Secretary draws the cheque himself and sends up an account ot 
aU his drawings 

Mr Roy — ^And then you replenish it ^ 

Mr Rajagopahti — There is no replenishing He draws the money from 
the Treasury direct He himself issues cheques He presents the cheque 
and draws the money 

Mr. Roy — No other person than the Military Secretary can draw ? 

Mr Rajagopalan — ^No 

GJmit man — Sir Frederic Gauntlett has called our attention to the fact 
that there have been period cal investigations into these allowances and they 

H62CPBFinD 14 
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are leallv fixed at what after investigation is considered a fan and reasonable 
amount It is possible that there might be a little saving m one year which is 
spent the next year For instance, take carnage horses They might buy all 
their carnage horses in one year, as they did as a matter of fact last year when 
they replaced all the carnage horses You might get heavy expenditure in 
one year and much less next yeai, I think it would be going lather far to ask 
for a certificate that the exact amount drawn has been spent each year You 
have got to be satisfied with these periodical investigations uheie the amounts 
are examined 

Ml Roy — ^During one of these periodical investigations cigarettes ivere 
counted and I heard that there were great protests from the Viceregal Lodge 
about the counting of these cigarettes (Laughter) 

Sii Frederic Gauntleit — I understand that the last enquiry was under- 
taken by 3 Members of the Executive Council 

Ml Jukes — I made the enquiry but the orders w ere pa^-sed by the 3 
Members 

Chairman — I think v e may take it that this is not a subject for special 
comment May we then pass on to Paragraph 34 of the Aiiditoi General’s letter 

Grant 28 — Executive Council 

656 Chan man — ‘‘Page 130 The saving on the voted grant was mainly 
due to the supplementary grant of Ks 23,000 under sub-head C Tour Ex- 
penses, which was obtained in March 1928 and ivas not ultimately required 
The new system of evaluation will, it is hoped, pi event miscalculations of this 
kind in future ” 

Ml Das — ^You obtained a supplementaiy grant in March, i\hen all the 
Executive Coimcillors were busily engaged^ m the Council here 

Ml S N Roy — It was asked for on the report of the Pay and Accounts 
OflB-cer who intimated to us in February that the grant was likely to be exceeded 
by about Rs 21,000 He calculated on the past 8 months’ actuals Of course 
we have no basis on which to judge this and we took the Pay and Accounts 
Officer’s report as correct and asked for a supplementary grant 

Ml Das — ^For 2^ months the Councillors will be busy at Delhi and there 
would be no tour 

Chan man — That would have given you a bit of experience as to the re- 
liability of the Pay and Accounts Officer’s anticipation 

Ml S N Roy — On the other hand, if we do not take his report and we act 
on our own estimate and we find that it falls short, we will be in a difficulty 

Ml Rajagopalan — ^Froni 1928 the Pay and Accounts Officer has introduced 
a new method by which he gets copies of the tour programmes and evaluates 
them , he has thus got a much better system now than ivas in vogue previously 

Mr S N Roy — This is done every quarter now That came into force 
only in 1928-29 

Mr Rajagopalan — That system will improve matters for the future 

Chairman — ^And therefore, we have every reason to hope that this will not 
occur again 
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Grant 31 — Home Def ailment 

Gliauman — The next paragraph in the Auditor General’s letter lefeis to 
Grant No 31 — — ^Home Department — note A 1 — non-A’^oted I 
think the explanation has already been given 

657 Ml Neogy — Page 134 Might I lefei to C-3 There is an excess 
here said to be “ mainly due to unforeseen charges in connection ivith publicity 
work ” IVliat were these unforeseen charges ^ 

Ml S N Roy — The Statutory Commission came out that year and the 
Viceroy’s speech in the Assembly a\ as bioadcasted That was one of the items. 
It was sent out to all the provinces Copies of it were printed and so on That 
accounted for something like over Rs 2,000 The rest was due to various 
causes Rs 1,000 was on account of an advance vhich was given to meet the 
expenditure for the move fiom Delhi to Simla There was another item of 
Rs 1 135 on the same account These v'ere debited by the Pay and Accounts 
OflS.cer to this year’s budget The Director of Information thought that they 
woud be debited to the following year s budget, but they were debited to the 
Budget of 1927-28 and there was no provision for it Now the matter has been 
put right The matter Avas taken up by the Pay and Accounts Officer and in 
future I do not think that this is likely to recur Any advance given will be de- 
bited to the accounts of the year in v^hich it is given There is also an item of 
Rs 1,205 on account of the cost of Debates of the Assembty and the Council of 
State Although imder ‘ othei charges ’ there is a grant for books and pub- 
lications, apparently some of it was reappropriated to meet the extra cost of 
publicity because at that time no bills had come in foi these from the press. 
They should not have overlooked that, but I gather that up to that tune, the 
matter A\as in some confusion The press did not send in their bills in proper 
time That has been rectified noAi 

658 Ml Roy — ^Aie you satisfied that these things could not be foreseen * 

Ml S N Roy — 1 am not very satifised about the advance That should 
haA'e been noticed But on the whole I do not think that the Department can 
be held responsible for the item of cost of debates of the Assembly, and also for 
Rs 1,215 on account of the cost of passages for Mrs Coatman and her son. 
They had to go aivay suddenly and no provision had been made for their pas- 
sages They had to go aAvay and the cost had to be paid 

659 Ml Mill a — Does this publicity work mean work m India or out- 
side ^ 

Ml S N Roy — Mainly Avork in India Sometimes it may be necessary 
to do some publicity Avork outside The only publicity that is done outside is 
to send out fuller reports of the speeches of Members of the Assembly 

3Ii Mill a — ^No other publicity ^ 

Ml S N Roy — Not that I am raa aie of 

Ml Mill a — Can you tell us the amount spent outside ? 

Mr S N Roy — I am afiaid I haA^e not got that I may mention that the 
other charges, as the Demands for Grants will show, include Rs 25,000 for pub- 
licity work and there is an item of Rs 20 100 under the head “ Miscellaneous 
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That includes the cost of books and periodicals I have got no sepaiatc figvii es 
of the cost of publicity done in India and outside 

Ml Roy — You could give that figuie ^ ^ 

Ml S N Roy — T could find out if you u ant it 

Kmnai Ganganavd Smha — ivant it 

Chaumnr> — It is really a more propei subject for a question m the A'^sem- 
bly 

Mt MiUci - -’We uant to knou Mlietlier there is publicity for oi against 
India in other places because there is an excess I vould like to be ‘•atisfied 
jf it had been spent for publicitv purposes in Indian interests 

M / /S' N Roy — I Ilia}' mention that tlie Budget grant u as Es 25 000 and 
our expendituie i\as something just a little over Es 28 000 and the extra 
expenditure is accounted foi b'j the ^Statuto^^ Commission 

660 Ml Ncoyy — Was not JIiss j\Ia\ o in India during this particular 
year ^ 

Mi S N Roy — I have no lecollection Iv as not here (Laughter) 

Mr Neogy — Are voii quite sure that no part of this expenditure vas in- 
curred on her account 

Ml S N Ron — I think I could undertake to give a guarantee on that 
pomt 

661 Mi D(i ^ — I am not satished uith the explanation given against 
0-1 Why did vou ask oiigmallv for Es 24 000 uhcii \ou wanted only 
Es 16 000 ? 

Gliaianan — Mi Das s jioint is tins On thcnon-^ oted side \oii oiigmally 
asked for Es 24 650 That ready covered the expendituie which ought to 
have been included m the non- voted head Therefore that wont out The 
same mistake accounts for the excess on the voted head But the excess on 
the voted head is only Es 16,800, and what the}’’ had asked on the non-voted 
side was Es 24,660 Therefore it shows that on the non-voted side thev had 
asked for about Es 8,000 too much He wanis to know wli} this wa*^ so 

Mi S N Roy — I wnll ascertain, Su All the explanation I have had 
was that it was due to an error in the A G C E ’s office 

Chan man — That accounts for the bulk of tbe difterencc Thcie may have 
been other economies on the voted head 

Mi RajagopaJan — I believe theie will be lump cuts m future} cars 
Possibly, this non-A’’oted head included something for leave salarj' 

Sti Fiedencl Gaunilett — What happened is quite clear The original 
provision m the Budget for the ^alaiy of Mr Coatman was not correct The 
amount was shown as non-voted instead of being show u as voted and the saving 
itself on the two heads added together is due to a sac mg not ni respect of 
Ml Boatman’s salary but m respect of one oi two other officeis who were work- 
ng with him 

GJmi man — That is probable- 
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662 i¥i Das — I liave got some questions to ask about tbe Cential In- 
telligence Buieau “ D 1 Due to pay of officer on special duty not provided 
for in tbe original estunate ” 

Ml S N Roy — ^You are referimg to the excess of Es 19,359 ^ That 
was due to the fact that on mg to certain unforeseen circumstances we had to 
appoint an Intelligence Officer in China This appointment was made in 
February 1927, too late to be included in the Budget It had to be done in 
very great hurry and that accounts really foi the whole of that excess 

663 M') Das — Why did you not come in for a supplementary grant ^ 

Mo S N Roy — I think u e should have come in for a supplementary 
grant It was not done because the attention of the Home Department was 
_ not drawn to it and the thing u as overlooked 

Sio Foedenc Gaimilett — It could not form the subject of a supplementary 
demand in the Assembly liecause it is non-voted 

Mo Das — But you should have gone to the Finance Department 

M) Rajagopahn — The Finance Department must have sanctioned it. 
It has not been stated to be an uncovered excess Tliat means that it was cover- 
•. ed by a re appropriation 

664 M) Roy — On what gioimd would you justify the appointment of 
an Intelbgence Officer m China Why should the expenditure involved be 
borne by the Indian revenues 

Mo S N Roy — This is in India s interest It is a large question of 
policy It IS rather difficult foi me to deal uith it in detail 

665 Mr Roy — ^The cost of the Indian contmgent to China was borne 
by the British Government How do you therefore justify the cost of this 
appointment being borne by Indian levenues 

Mo S N Roy — In this way — I am merely putting it in a general way — 'We 
may in connection mth political developments and political troubles in India, 
find it necessary to keep a watch on propagandists and people like them who 
come m via Shanghai As a matter of fact, that is the justification in the 
present case 

31 0 Roy — ^In the interests of the safety and tranquillity of India ^ 

3Io S N Foy— Yes 

3Io Roy — ^It had nothing to do uuth the Indian troops sent to China ^ 

Mo S N Roy — The Indian troops were sent to China just at that tune. 
A lot of Punjabi legunents and Sikh regiments went and a certain amount of 
propaganda vas being done amongst the Sikhs by the communists, and the 
Intelligence Officei was veiy useful in that connection also 

3Io Roy — He would have been sent anyhow 

Mo S N Roy — ^Yes He is still there I do not think he vull be there 
permanently We are examinmg the question again 

666 3'Io Roy — ^The real princijile, if you will exaimne it, cannot be justi- 
fied Supposing there are organisations in Germany America and m all parts 
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of Europe against Indians at the present moment, would you be justified m 
sendmg Policemen from India to these countries I do not, however, wish 
to pursue this subject 

Mr Neogy — In what other coiuitries do you actually mamtain such 
oIBcers * 

M-) S N Boy — At the present moment, we do not maintain anywhere 

else 

667 Colonel Gidney — Sir Frederic , do you considei that this item should 
not be home by the Home Department but by the Political Department 

Fiedeiic GauntleU — The answer to Colonel Giduey’s question is that 
that is governed by the fimdamental rule of classification, viz , that the classi- 
fication IS to be determined by the department within vhich the work is bemg 
undertaken. 

668 Mr Roy — Page 134 D o Can you account for these savings ^ 

Mt S N Boy — That is qmte simple We tiy as fai as u e can to economise 
under Secret Service Contingencies We were successful in the year 1927- 
28, but m some years we have even exceeded the grant 

669 Ml Roy — Do I understand that your Secret Service was less active 
this year ’ 

Ml S N Roy — That is not so Political conditions did not necessitate 
the expenditure that vould have been required otherwise 

670 Kmncn Gcmganand Sinlia — On vhat basis do lou estimate the 
Secret Service expenditure ^ 

Ml S N Roy — We base it on past figuies , uetakc the aveiage of the 
past three 5'ears 

671 Mi Das — 1 uant to know who uill certify this — Mill it be the Cri- 
minal Intelligence Department oi one of the Secretaries ’ 

Sr) Ficdoic Gaimthtt — I hope von have seen the orders of the Secietaiy 
of State on the subject 

i)f? Das — But the} u ill come into practice onh fiom tins ycai 

Mi Foy — The certificate is always given b} the head of the Department 
It may be either the Diiector General or the Secietaiy of the Home Depart- 
ment 

Geant 32 — Piibhc So nee Conumsswn 

672 Chav man — Paia 37 of the Auditoi General’s letter Page 136 Item 
B I do not know if there is very much moie to be said about this 

Mi Bajagopalan — It is being calculated on actual pay now 

Geant 72 — Miscellaneom 

673 Sti Fiedoiic GauntleU — Page 421 Item D 8 (5) At the bottom o^ 
the page you ■vvill see that the excess to the extent of Ks 32,619 remamed iiu" 
covered That is the comment to which I have drawn attention 
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Ml S N Roy — I am only concerned with the Indian Statutory Com- 
mission The difficulty about it was that they came out in November and we 
did not know exactly what their programme was going to be Considerable 
amount of tourmg was done and the Home Department did not possess infor- 
mation on which to make any accurate calculation 

Mi SJieivam — But you had a supplementary grant in March 

Mi S N Roy — At that stage it vas rather difficult to say It was 
estimated in such a hurry that we could not arrive at an accurate figure 

Sii Fiedenc Gaunilett — Mr Roy, would you agree that probably one of 
the main reasons was that the Statutory Commission were unable to estimate 
with any accuiacy the cost of their special trams 

Mi S N Roy — We have had that difficulty throughout with the Statutory 
Commission We could not tell what the cost of the special trains was gomg 
to be The estimate of the railway authorities came in too late 

Grant 76 — Delhi 

Sir Fredeim Gaunilett — ^Paragraph 64 of the Auditor General’s letter 
I nnght simply state that I have given those details so that the persons res- 
ponsible for fraimng the next budget shall see that that class of expenditure is 
provided for undei the correct head It is a guide for the improvement of the 
future budgets 

674 Chairman — Sub-head (B) (3) page 497 “ All the variations seem 

to indicate defective budgetmg ” 

Sii Fiedenc Gaunilett — The comment is based on the last six words 
“ there was sufficient opium in stock ” 

Chan man — Is it the concern of the Home Department* 

Mi S N Roy — It is the concern of the Delhi Administration and a re- 
presentative of that administration is with me to answer these questions 

Mi Bishen Saiup — ’V\'e generally follow the prescribed standard of 
budgetmg, i e when budgeting for the year we take the last six months expen- 
diture 

Mi Shcnam — ^AVould you not take stock into consideration also * 
Suppose 1)0 people take opium at all, would you provide for that still * 

Mi Bishen Sni up — I cannot say anything about it 

Mi Sheivani — Do you take into consideration the stock of the previous 
year or not * 

Mr Bishen Saiup- — Yes we do 

675 Mr Roy — Do you get any financial advice in the framing of your 
budget * 

Mr S N Roy — There is now a special officer deputed for this work. 

Mr Bishen Saiup — The budget is prepared by the Deputy Commissioner 
with the advice of the Pay and Accounts Officer 
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jIqxj — Delhi has taken more than anybody else under every head 
What IS the ob 3 ect of framing a budget like this ? 

Mr Rajagopalan —The Pay and Accounts Officer can only give advice 
Speaking generally, the Pay and Accounts Officer can only suggest lump 
cuts but the admmistrative department may and often do simply ignore 
them— especially the departments served by the Pay and Accounts Officer, 
Secretariat 

Mr Roy — As a very evjierienced officer, do you agree that the budget 
of the Delhi Province requued thorough overhaulmg ^ 

Mr Rajagopalan — I would only say that if Pay and Accounts Officers 
could have an access to the superior authorities in the matter of enforcing 
lump cuts possibly that might improve matters 

When they flamed the budget for 1927-28, did they consult the Pay 
and Accounts Officer 

Ml Rajagopalan — Yes, his advice uas taken but it vas confined to the 
fis:ed charges The fluctuating items are estimated for by the departmental 
officers themselves If lump cuts in the whole demand can be suggested by 
the Pay and Accounts Officei for the consideration of the Government of India, 
things would certainly improve 

676 Ghaitman — Sir Frederic, would you say that the Delln admims- 
tration particularly stands out in this respect ^ 

Sii Foedenc Gannileit — The excess is about 31 per cent which is consi- 
derably under the average At the same time I think j\Ii Boy’s statement 
IS quite justified with legard to the medical account It is clear liom the 
statement at the bottom of page 497 that as the} found there was a saving 
under aU these heads they made laige lump grants to hospitals That is 
desirable in itself but it ought to have been pronded for in the budget It 
does give me the impression tliat there might have been an excess iiro%nsion 
under each of those headings and probably the Pav and Accounts Officer 
suggested some cuts but they were not accepted by the administrative 
department I think it does leave the impression that there is slightlv too 
much provided under every head They use that amount to make grants 
which are not provided for in the budget 

Mi Rajagopalan — The Auditor Genexalhas in his paragraph 62 appre- 
ciated the control of expenditure in Delhi 

677 Mr Roy — Is it possible that your Audit Officer and the executive 
officers of Government should have a preliminary consultation before sending 
in the budget ? 

Sir Frederic Gauntlett — But control of expenditure is quite difleient 
from budgeting The Pay and Accounts Officers are not under me , they 
are under Mr Rajagopalan That is why he is answering these questions 

Ml Rajagopalan — It all depends on "whether this rommittee is anxious 
to make any suggestions with regard to the instructions of the Finance 
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Department "wluch. were issued m 1921 under winch the Accounts Ofidcers are 
responsible only with regard to fixed charges As regards the fluctuating 
charges, the Accounts Officers have no responsibility except to suggest cuts, 
through the budget notes when they send such notes 

Oka'll man — This is a very important point I nould like to hear Mr 
Burden on the subject We are dealing with the whole question of the 
position of the Pay and Accounts Officer Has he a power to enforce his 
recommendations for lump cuts on the head of the department preparing 
the budget Mr Raj agopalan says that such instructions for the preparation 
of the budget were provided by the Finance Department in 1921, viz , 
the Pay and Accounts Officer nas responsible for preparing the figuies for 
fixed charges but as regards fluctuating charges he mar recommend a lump cut 
but has no authority to insist on that lump cut being accepted by the head 
of the department Mi Eajagopalan has suggested that it might be tune 
to consider some amendment of the instructions uhich were issued in 1921 

Ml Buidoii — I am not altogether familiar with what has happened 
But when the budget comes up from the admimstrative authority, it is by no 
means the final stage It has got to come up to be incorporated here in the 
general budget of the Government of India If the Budget Officer of the 
Fmance Department makes a lump cut nothing further is said about it , 
that IS the end of it 

Sir Fiedenc Gcnmtleti — The question is — what is the best method 
of the preparation of a budget for a particular area such as Delhi in which 
there is a Pay and Accounts Officer working Sir Rov has suggested that 
possibly there might be better results if there were more informal discussions 
between the head of the area who is responsible for the preparation of the 
budget and the Pay and Accounts officer even in respect of those fluctuating 
charges in resjiect of which the Pay and Accounts Officer at present has no 
responsibility 

Ml Bui don — I would be very much suipiised if the administrative 
officers do not have this informal consultation wnth the Pav and Accounts 
Officer I do not see how they can feel any amount of certainty In the old 
days the Local Governments used to pay great attention to the advice of the 
Accountant General 

Sir Frederic Gauntleit — Mr Rajagopalan has suggested that in his opimon 
it IS possible to improve the method of the initial preparation of the budget 
within an area such as Delhi and if he has that impression I would suggest 
that it might be desirable that there might be a discussion wathin the 
Fmance Department (he is an officer of the Fmance Department) as to the 
lines that he might suggest for an impioveinent of the present position 

Mr Burden — ^I cannot see any reason why the same arrangement as 
existed before the Reforms should not exist even at the present moment, 
Viz , the Pay and Accounts Officers and the heads of the administration should 
consult each other Eventually a certain figure ought to be sent up by the 
head of the administration If theie is a diflerence of opinion, it shall be 
reviewed by the Finance Department when the budget comes up for scrutiny 
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Mr Rajagopahn ■ — This is not the case at present hnt it could be arrang- 
ed 

Mr Burdon — If this arrangement is come to, it will be exactly as it was 
before the Eeforms In that case the opinion of the Pay and Accounts Officer 
will not be stifled 

^S^ 7 • Frederic Gauntleti — I think this discussion u ould be inoxe profitable 
within the Finance Department 

Chau man — We bax^e got sufficient material and we might make a reference 
to it in our report 

678 Chairman — Page o02 Sub-head D The explanation of the excess 
undei this head seems to suggest that some of the lialnlities which ought to 
have been knovn uere lost sight of 

Mr S N Roy — It vas difficult in that particular case to estimate the 
liabilities because the number of pupils sent to the Phillaur School depends 
on the number of vacancies More people were sent for training The debit is 
raised by the Accountant Geneial, Punjab and he raised it after the close 
of the year 

Sir Fiedenc GauntleU — My point is entirely correct Those people had 
actually gone to the Phillaur Training School and the Local Administration 
must have known that they u ould have to be paid for It is not for the Local 
Admimstration to wait until the debit is passed on It is for them to provide 
the amount and to knov that it must come 

Ml Bishen Sai up — The Accountant General Punjab was addressed on 
the subject by the Pay and Accounts Officer in his letter dated the 4th Janu- 
ary 1928 He was also leminded seveial times foi a reply but repl}’^ was not 
received till aftei the close of the year 

Sii Fiederic Gauntleti — ^I still submit that my criticism is not answered 
at all The amount v as not plo^ ided bv re-appropriation and vou did not even 
make an attemjit to prepare an estimate of the amount that vill have to be 
paid 

Chaiiman — ^^Ve can only agiee vith the Auditor Geneial on that point 

679 Chaiiman — ^Nou ve pas^^ on to page o09 That is really analogous 
to the point which the Auditoi General made at the beginning of this paragraph 

Sii Fredenc Gauntleti — Itis somevliat different For instance, I cannot 
understand why you should ask for a supplementary grant under head H-1, 
when the expenditure is going to be incurred under head G G 

Chaiiman — It is worse in the case of supplementary grants than m the 
case of origmal grants 

Sii Fredenc Gaunilett — You knov the appropriate head under which 
the expenditure has to be incurred and > et you ask under another head 

Mr Bishen Sarup — There are some nnscellaneous grants which have 
to be made in the course of the yeai and ive do not know exactly under what 
particular head the expenditiiie vill fall We provided under the general 
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head ‘ Contributions m cases where we did not know the object of the grant. 
When we Icnow the object of a particular grant, then we provide for it under 
the particular head If we know that a grant is to be made for gardenmg 
operations then we provide under ‘ agriculture.’ But m the case of grants 
which are not foreseen and which we have to re-appiopriate from other funds, 
we cannot budget under the appropriate head This particular case refers to 
electric lightmg in the western extensions It was decided m the course of the 
year that Es 25 000 were necessaiy and we took Rs 10,000 from the general 
head ‘ contribution ’ and Es 15,000 were promised by the Government of 
India as supplementary grant 

CJiaiman — When you come to ask for a supplementary grant, you know 
what it is required for The point of the remark is that apparently the sup- 
plementary grant was asked for under a head different to that under which 
the expenditure was ultimately mcurred 

Mt BtsJien Sa/ up -—It is for every department to piovide the amount 
under the accurate heading We are domg that now 

Gimrmm — I suppose in this particular case the supplementaiy giant wa^ 
asked for under quite a general head and then applied to a specific head 

Sir Frederic Gcmntlett — If you look at the explanation for H-l omthe 
following page, that is, “ supplementary grant of Es 15,000 on account of 
electric light in western extensions, Delhi,” there is no question of its coming 
under the ‘ Miscellaneous Grant ’ It must come under ‘ civil works ’ 

Chairman — I do not think the explanation given by the witness is qiute 
convincing in that case 

Sir Frederic Gauntleit — It is a small matter but the piinciple seems to 
be quite clear 

Chairman — Again w^e must agree with your comments. Sir Erederic 
and just recoid that fact 

680 Ml Das — I wish to refei to page 508 undei the head D'2, building 
and other non-recurring grants, the estimated grants were not awarded m 
fuU May I know the reason why 

Ml Bidien Samp — These grants were made to difterent institutions and 
they are required to contribute from their owm funds about half the expendi- 
ture required Due to the paucity of funds at the disposal of the manage- 
ment, they were unable to apply m full for the gi ants They did not ajiply 
because they could not manage their share of the funds A lump piovision of 
Es 50 000 was made in the budget but none of the schools w^hich originally 
applied came forwaid with applications for grants But othei schools 
applied for building grants and they w^eie aw^arded Es 5,000 each Simi- 
larly Es 10.000 were given on account of equipment and furniture 

Chairman — The point really is that schools that gave notice that they 
were gomg to apply for grants did not apply foi grants because the}’’ could 
not put up their share, but certain other schools tliat did not give notice did 
come in and they w^ere paid 

Mr Roy ■— Prom your statement it is evident that they did not come up 
for grant 
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Mr Btslien Sarup —They gave notice to the Superintendent of Educa- 
tion who prepared the budget and who was responsible for the budget, but 
they did not ultimately come in at the time when the grants were about to be 
distributed , 

Mr Roy — So you budgeted in anticipation » 

Mr Bisheii Sarup — Yes 

Maulm, Abdul Matin GJiaudhury — ^Last year also, there was a savir^ 
of T?s 60,000 and the very same explanation was given last year too , 

Sir Fiedciic Gauntlett — That explanation mil alv ays be given if it is a 
fact , 

Chairman — Possibly it is one of those cases where the lump sum budget- 
-ed is based on average experience > i , 

Sii Frederic Gauntleff — I think there is always that tendency 

Chai-'inan — I think that should be taken into account in future 

681 Mr Das — With leference to the amount shown under D-Agri- 
cultuie, page 509, 1 should like to know how much of the expenditure is spent 
in the agriculture of the Delhi City and how much on Delhi pro^ mce How 
much was spent on liorticultuie and how much on agriculture proper ^ 

Ml Roy — We w'ant separation of urban and rmal aieas ’ 

Mr Das — If all the money is spent on Delhi Cit} then the pioynnce wnll 
suffer 

3di Bishen Saiup — This sum represents the grant which is ]iaid to the 
Mumcipal Committee, Delhi on account of the gardens that ha^ e been taken 
over from the control of the Mumcipal Committee These gardens a'? well as 
the nazid lands wmre undei the control of the ilunicipal Committee For 
the last two i eais w e have taken over all the nazul propel tie« from the control 
of the Municipal Committee and aPo the gardens and to compensate them for 
the loss of income we give them a consolidated giant of 17 900 for gardens 
and Es 25,000 for development and so on That arrangement wa^^ banctioned 
by the Government of India for five yeais and after that tlie provision will be 
review ed All these gardens refer to the State gardens 

Ml Neoqy — So this head ‘ agriculture ’ has nothing to do v ith agiiculture 
proper m the rural areas t 

Ml Bishen Sarup — No, it has nothing to do 

Ml Roy — Are these gardens maintained bv Go^ eminent’ If m is it 
not an unusual thing to do ’ 

Mr Bishen Saiup — That is an administrative question 

Ml Das — I should only suggest that such expenditure should be shown 
under ‘ gardem ’ instead of under ‘ agriculture ’ which is quite misleading 

Chairman — It should be shown as ‘ horticultiiie ’ instead of ‘ agncultuie . 

682 Ml Roy — At iiage 497, under Account Y, sub-head A-2, it is '^aid 
the saving is mainly due to less expenditure on account of additional police, 
as the whole of the increased strength could not be reciuited ’ 
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May I ,know the reasons why they were not recruited 

Mr S N Roy — The reason for that was the difficulty of training them 
The Chief Comimssioner found some difficulty in getting men to tram these 
people, so that they were tramed in batches and the same set of instructors 
were made to tiain subsequent batches aftei the first batch was sent away 

Mi Roy — So, the explanation given to the Auditor General is not quite 
correct 

t 

Mi S N Roy — ^Jlen could not be recruited because they could not be 
trained The effect of this is, they could not be recruited and the reasons for 
that IS they could not be trained 

683 3Ir Roy — Is the recruitment confined to the Delhi province gene- 
rally * 

Mi Bishen Sai up — ^Mostly they are retired militaiy pensioners 

Mr Roy — Not necessarily belonging to the Delhi province ^ 

Mr Bishcn Sanip — ^No, not necessarily 

Mr Roy — Has there been an increase in crime ^ 

Mi S N Roy — I have seen some complaints 

Mr BtsJien Sanip — 'We are dealing with 1927-28 and at that time, here 
were not many complaints 

Mr 8 N Roy — Crime is I believe non on the increase 

Mauhi Mohammad Yalub — ^Do you recruit retired military men ? 

Mr S N Roy — For training the police 

Giants 78 — Andamans and Nicobai Islands 

684 Chairman — Now, we come to paragraph 66 of the Auditor General’s 

letter Page 529, sub-head 6 “ The Public Accounts Committee may like 

to enquire why these large recoveries could not be foreseen ” 

Mr Gwynne — The Chief Commissioner says, the total receipts cash and 
book ad]u tments ,were Rs 3,36,167 as against a provision of Rs 5,52,000 in the 
sanctioned budge'' The receipts obtained depend largely upon the number 
of passengers travelling and the amount of cargo shipped from Port Blair and 
Indian ports Very often the ships have to run with little cargo on return 
voyages 

Chairman — Are your comments then quite correct, Sir Frederic ^ 

Sir Frederic Gauntleit — The comment really applies to 1 — 5 

Chan man — ^There was a large deficit in the estimated revenue of -the forest 
department Are you getting more accurate estimates smce then 

Mi Gwynne — ^About forests, it is really very difficult to have accmate 
estimates 

Ghai man — The forest department is woikmg on a regular programme t 
' Mr Gwynne — Yes 
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Chairman — Then, it ought to be possible to estimate accurately what they 
nre gomg to pay ? 

Ml Gkmjnne — It depends on the amount of timber they are able to export 
for sale 

Ml Boy — ^Is the ‘ forest ’ under the control of the Inspector General of 
Forests ^ 

Ml Ghvynne — ^Under the control of the Department of Education, Health 
and Lands 

Ml Roy — Do they settle their work and plan their estimates without any 
financial advice ^ 

Ml Gwynne — That, I do not know But I imagine they get some financial 
advice 

Ml Roy — Then, has the forest department no financial adviser ^ 

Mr Gwynne — I do not know about that The point has been enquired 
into in the Andamans In the Andamans, there are many commercial under- 
takmgs and Mr George an officer of the accounts department has recently 
submitted a report to the Auditor General It has not yet been submitted to 
the Home Department 

685 Ghaiiman — ^I would suggest that we should have some sort of annexe 
to this ordinary report dealing specially with commercial undertakings 
and then it would be very useful We would like to have somethmg 
of the worlang of the Andamans Islands, Forest branch We were asked for a 
good deal of money Lately that has been before the Staiidmg Finance 
Committee There has been a great deal of expenditure in the Andamans and 
one of the first things that we would like to have is a general statement as re- 
gards these commeicial undertakmgs 

3Ir Badenoch — In the Andamans, many more activities will probably 
have to be commercialised There was not only the forest and the dockyards, 
but there was the baker}'^ and the butchery in connection with the settlement 
There are also two ships at present In all these cnses pro forma accounts were 
being sent in before to the Accountant General, Central Eevenues It has 
not been possible to audit them Actuall}’’ there are accounts included m this 
report which were found to be very inaccurate About six months ago, an 
officer of my branch was sent there He spent about three months there 
and submitted his report to the Auditor General I have gone through 
the report and it will shortly go to the Government of India Our 
general suggestions are that these accounts should be commercialised along 
the Imes suggested by the reporting officer and not only that, but that my 
stafi should visit the Andamans every year and should go into these accounts 
and audit them before they are placed before the Public Accounts Committee 
It IS extremely important that this should be done There are valuable 
forests and the Government of India make big sales not only in Calcutta but 
also in Europe 

Sir Frederic Gauntlett — I imght add that Mr George, the officer who has 
gone over there is one of our best officers He spent considerable time with 
the forest officers there and explamed to them how to keep commercial accounts 
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Mr Badenoch — Tliey have not got enough staft at present With a little 
extra stafi, with a qualified assistant they ought to be able to do things satis- 
factorilv 

686 Ml Roy — ^Has the Andamans been abandoned as a penal settle- 
ment * 

31r Ckoynne — Yes, it has been abandoned But there are still a consi- 
derable number of convicts there Some members of the criminal tribes have 
been settled m the Andamans 

687 Ml Neogy — ^Are there any complications aiising out of the fact that 
the islands are used as a penal settlement which make the introduction 
of commercial accounts system difficult ^ 

y 

ilf? Ghoynne — I do not think so 

Mr Neogy — All the undertakings of the Andamans should now be treated 
as on commercial footing ’ 

M? Givynne — I think the Andamans would welcome it 

Chairman — As regards the forests, they really have nothing to do with 
the convict settlements 

Ml Gwynne — They are under the Chief Commissioner and a good deal 
of labour is convict or quasi-convict labour 

Mr Neogy — That is why I ask whether there are any complications 
arising out of that fact ^ 

Sii Fiedenc Gaimtlett — As a matter of fact that comes out quite clearly 
in the report The problem of convict labour m the two islands makes radical 
difierences in the results In the one, it is convict labour and in the other it is 
not 

688 Colonel Gidney — ^Are the Andamans islands still retained as a penal 
settlement because there is no ]ail accommodation in India ^ 

Mr Gwynne — The Andamans were abandoned as a penal settlement 
The decision of the Secretary of State arrived at in 1921 still holds good I do 
not think the question of accommodation in the jails m India had anything 
to do with it at all The decision was taken purely on administrative grounds 

Colonel Gidney — Some persons are still retained there because there is no 
sufficient jail accommodation in India '> 

Mr Givynne ~ Partly for that reason and partly in order to retam them 
m the Andamans as ultimately free settlers Those who voluntarily wish to 
stay there — and there are a good many such belonging to Burma and Madras — 
are allowed to remaui there as free settlers and their families are sent over 
from India 

689 Colonel Gidney — MTiat is your opinion, whether it is beneficial or not 
as a policy to allow these people to settle there * 

Ml Gwynne — My opmion is it is the only possible policy when the Anda- 
mans was abandoned as a penal settlement 

Colonel Gidney — ^Even with the stock that you have at present there ? 
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Mr Gwynne — Yes 

Ml Das — If the settlement had been abandoned as a penal settlement, why 
should the loss incurred on the bakery and butchery be borne by the taxpayer * 
Gxoynne — ^You must realise that the free population has increased 
very much since the days we abandoned the penal settlement It is now 
4,000 or 5,000 whereas formerl} it vas not more than a few hundreds 

690 Mr Das — Do the Government run this bakery and butchery and 
suppty foodstuffs to the settlers * 

3Ii Gwynne — The bakery and the butchery provide not only the troops 
stationed in the settlement but also all the officials and settlers who wish to 
purchase This is the only means of supply 

691 ilf? Das — ^Do not the officials get an}’^ extra allov ance for going to 
the Andamans ^ 

il/j Gwynne — Yes, they do get «ome extra allowance, but not free rations 

692 Colonel Gulney — In the policy that you are nov adopting m the 
Andamans, which are the type of people you are encouragmg to settle there 
I need hardly add that most of them are convicts and their propagatmg powers 
are very little Is that really the policy that the Goicrnnient are pmsmag, 
because you have no women theie and those that are there are of bad stock ^ 

31) Roy — Are you talking of your scheme ^ 

Colonel Gwlney — No I am talking of the coinuct settlement 

31) Gwy)me — It does not follow that it is bad stock in the Andaman & 
Many of the ciiminals there aie not criminals in the ordinarv sense of the term 
crime ’ They committed crimes through anger or passion 

31) Das — The former Home Member. Sir Alexander IMuddiman was 
of opinion that it w^as the best part on earth to live 

Cluw))ian — I think we are touching rather on a big subject We wil^ 
now go on with the other things 

693 3Ianh) 31ohamn\ad Yahith — On page 529 there is a big excess o^ 
Rs 96,480 under the head subsistence allow'ance — G and the explanation given 
IS that this IS due mainly to the grant of more self supporter tickets I should 
like to know what all this means ^ 

31 1 Gwyn)ie — When a convict is allow ed to become a self-supporter, he i& 
not under the discipline of the penal settlement He In es practically as a free 
man on ticket of leave and instead of getting rations and fuel, he is given a 
monthly allowance 

31aulvi 3IoJiam))ui(l Yaluh — Throughout Ins wdiole life 

31) Gwy)x)xe — As long as he is there as a self-supporter 

31anlvi 31oJia))i)))ad Yalnh — Even if he is a free man, he gets his 
monthly allow'ance 

M) Gwynne — ^As a self-supporter It is in lieu of rations and fuel 

3Iaulvi 3IoJia)mnad Yalub — What is this undue excess due to ^ 

3Ir Givyxme — Probably hecause a greater number of comncts became self- 
supporters 
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Utlo/nhyi MohamiTKid Yakub — TKe adniiQistxa'fcioii. must iiavc foreseen before 
the budget was prepared that so many people would become self-supporters * 

lir Gwynne — ^They could perhaps have known But discrepancies al- 
ways do occur You will find under the head rations very great savings 

Chairman — ^And other supplies too 

Mr Gwynne — The policy is to make the convicts self-supporters as early 
as possible 

Mavlvi Mohammad Yakub — ^You discontinue givmg these free rations 
when they become self-supporters ^ 

Mr Gwynne — Yes, then they get a monthly subsistence allowance Some 
run their own little farms Some of them work in workshops, etc , and govern- 
ment offices, and some as servants 

Maulvi Mohammad Yakub — StiU they get this free ticket allouaiice 

Chan man — ^It is a very big difierence and I tlnnk we ought to watch that 

item 

Mr Gwynne — One should know the number of men who may become 
self-supporters because it is more or less automatic and nught be calculated 
But many of these discrepancies will disappear if ue liave a local Pav and 
Accounts Officer as we hope to have soon 

694 Chairman — ^Has the trading account referred to in the Auditor 
General’s letter, paragraph 66 (c) been sent in for the information of the Public 
Accounts Committee ^ 

Sir Fi edenc Gauntlett — ^That has been sent in 

695 Chairman — In paragraph (d) the Auditoi Geueial says ‘ In view 
of the persistent overbudgeting, the Public Accounts Committee may desne 
to urge that a drastic lump cut should be made from the provision undei 
Account I — convict settlement charges’ 

Sii Fiedeiic Gauntlett — ^It shows the persistence of it 

Chun man —Tbe point which Maulvi Mohammad Yaicub lai&ed leally 
relates to this item also I take it that the Public Accounts Committee uould 
agree with the Auditor General’s general recommendations in this paragraph 
In sub-paragraph (ii), the attention of the Committee xs invited to the remarks 
of the Accountant General in the closing sentence of this paragraph 

Sir Frederic Gauntlett — ‘ The Committee on Pubhc Accounts have already 
recommended the institution of a local Pay and Accounts Office, and pendmg 
the decision of the Government on this recommendation, it was not considered 
desirable to introduce other changes in the existmg system What I have 
said after that is really out of date now 

Mr Gwynne — ^An officer has already been sent to the Andamans to make 
enquiries about the system of accounts and the possibihfy of estabhshmg a 
local Pay and Accounts Office there 

Chairman — ^Anyway that is going to be carried out t 

Mr Gwynne — I hope so 
H62CPBFmD 
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696 Glmtman — Is there anything more in pages 546-547 ^ 

Mr Ghvynne —T)xq Chief Commissioner says that the tMO ships " Maha- 
raja ” and “ Ahmedi ” perform administrative duties in the Nicobar Islands 
which do not bring in any adequate income The caixyiiig capacity of the 
steamers is not always fully utilised specially on return journeys, uhen there 
is often want of import cargo, there are delays m loading and unloading, poor 
labour, inadequate stevedoring facilities and reduction of freight rates The 
ships are partly maintained for administrative purposes Tliej' have to visit 
the various light-liouses and take inspecting officers to the Nicobars and the 
other Islands 

697 Kximai Ganganand Sxnha — If you refer to page 547 \ oii vill find that 
the reference is to ‘ unaudited pro /onaa accounts ” Is it a fact that the 
account*! are never audited ^ 

Bv Fxedenc Giniullctt — What has been happening is that up to the present 
ve have been attempting to piepare pro fonnn accounts of the vorkings of 
these vessels from Delhi and vc found it to be quite impo-^sible A pro fo)tm 
account has been prepaied and uc have attomjited to reconcile it vith the 
actual Govenmient accounts, and it has been found to be quite impracticable 
It is for that reason mainlv that 5Ir Gcoige has now hnallv recommended that 
the accounts sliould be put on a commercial basis and that thev should be 
audited on the spot bv ^Ir Baclenoch’s ofiicers going thcie once a year Tic 
made certain attempts to prejiare pio foxim at counts which might be capable 
of reconciliation at headquarters and eventually both he and Mi Badenoch 
agreed that that was not the proper solution, that the proper solution v\as to 
recognise that tlicie is much v\oik of a commercial character m the Andamans, 
and that it will pay Government m the long run to send an officei over there 
once a year fiom the Commercial Audit Department to audit the accounts on 
the spot 

098 Chairman — Is there anything with regard to the case in paragraph i 
on page 547 ^ 

iSir F'icdeiic Gavnildt — Tins is a specific iiTegularitv" of a serious cliaracter 
in which theie has been some lavity on the part of the audit office 

Manhi Mohammad Yahub — Don’t you think that this long consideration 
of the steps to be taken against the pcojile at fault takes av\a} the effect of the 
punishment W'hy is the matter under consideiation for such a long tunc ^ 

Sv Fiederic Gavniletl — It was undei consideration at that tunc and now 
both the gazetted officer and the Bupermfendent of the audit office have been 
severely censured As a matter of fact these two cases were under discussion 
for a long time I know that the audit office took up the question of the dis- 
ciplinary action against these men as soon as the consideration of the actual case 
itself had been completed 

Chairman — At any rate action has been taken The Auditor Gcneial 
has some comments in paragraph 81 (d) which refers to paragraphs 15 and 16 
of the Auditor of Home Accounts’ report I think paragraph 16 concerns the 
Home Department ^ 
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Sti Fredenc Gauntlett — This was dealt with by the Committee at some 
length last year or the year before I do not knmi whether they msh to reopen 
the question ^ 

(No question was asked by any member of the Comroittee ) 

699 Maulvi Abdul Matin Ghaudhury — With regard to the Appropriation 
Accounts I have to ask some questions In paragraph 37 on page 20, we find 
that under “ Andamans and Nicobar Islands ” there was a supplementary 
grant of Rs 25,700 although the expenditure was withm the origmal grant 
Why Avas this supplementary grant asked for 

Mr Givynne — ^I can only say that it was a rmscalculation 

Sir Frederic Gauntlett — I confess that if I were to admimster the grant and 
I found that my actual expenditure was Rs 1,81,000 against an origmal grant 
of Rs 1,82,000, I should get very nervous myself as to whether I should not 
want some more money ^ 

700 Maulm Abdul Matin Ghaudhury — If you refer to page 523 you wdl 
find that there is* a saving of 11 per cent in the voted grant Is there any 
general explanation for that 

Sir Fiedenc Gauntlett — There was persistent over-estimating here and 
there ought to be a lump cut 

701 Maxdvx Abdul Matin Ghaudhury — ^At page 529 under item “ H -1 — 
Cost of Coal ” there is a saving of Rs 42,000 and the explanation given is that 
it IS due to reduction in the price of coal But m the account that has been 
submitted at page 533 ve find that in the year 1926-27 the expenditure on coal 
was Rs 64,343 and in the year 1927-28 (page 534) the expenditure was 
Rs 55,669 The difierence accounts for Rs 10,000 and here is a saving of 
Rs 42,000 

ilfr Gwynne — That is explained on the ground of less consumption and 
the higher cost of coal at the tune of budgeting 

Chairman — The point is well made In 1926-27 you spent 64 thousand , 
next year you put in a budget estimate of Rs 1,00,000 and only spent 65 
thousand and then you say that the difierence was due to the reduction in 
the price of coal I think rather that the difierence was due to over-estimat- 
ing of the quantity of coal 

Mr Gwynne — I suppose the estimate n^as based on the average of three 
years’ consumption and the prices prevailing at the time 

Chairman — It looks to me as if it is another of those cases of very generous 
budgeting ^ 

702 Mr Das — I lAant to refer to the two balance sheets of the Dairy 
Farm and the Slaughter House at pages 538-541 Last year we examined 
Mr Hodge He gave us an account Avhich showed that the Dairy Farm had lost 
m 1923-24, Rs 9,600, in 1924-25 Rs 10,200 and here Ave find that in 1926-27 
the loss has been Rs 14,880 and in the current year Rs 11,975 The same also 
vath regard to the slaughter-house Mr Hodge gave us the losses as Rs 9,400 
or 1923-24, Rs 14,500 for 1924-26 and from the two accounts here we find that 
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the losses have been Rs 13,000 in 1926-27 and Bs 3,900 in 1927-28 Mx Hodge 
also read out a statement in paragraph 4 of whicli he said “ Owing to the pre- 
sence of troops and the artificial nature of the settlement it is necessary to main- 
tain botli these institutions ”, etc My point is that although the losses on the 
slaughter-house have decreased, the losses on the Dairy Farm have been almost 
stationary, and part of the loss is due to the statiomng of the military forces 
I think this part of the accounts should he allocated to the military side of the 
expenditure 

Cliaii man — I think this is a point which might be taken into account when 
we are considering the preparation of accounts on a commercial basis 

703 Kumar Ganganand Stnha — A considerable amount is spent on the 
importation of cattle from India ? 

Mr Gkvynne — For slaughter purposes, but mainly for introducing cattle- 
breeding 

Kumar Ganganand SmJia — "Why is it charged on the slaughter-house item ^ 

Ml Gvnjnne — Because it is done through the Commissariat Department. 

704 Chairman — Now wm Mill turn to Apjiendix II, items 19, 20 and 21. 
Items 19 and 20 we have been discussing and I take it that vith legaid to item 
21 nothing can be done 

Mr Givgnne — It might be possible to keep a separate account for 12 
villages in which the Moplah prisoneis aie mostly concentrated 

Chairman — Do these 12 villages cover the whole Moplah settlement ^ 

Mr Gwynne — It is the most important paitof the Moplah settlement, 
but not the whole as some are at work in convict gangs It would be most 
difficult, however, to estimate accurately the exact amount spent on the hloplahs 
We can at most give the approximate amount spent on the Moplah villages 

Mr Shervam — Are the Moplahs doing v ell there 

Mr Gtvynne — Yes 

Mr Shervam ■ — In what respects ^ 

Mr Gwynne — I understand that the settlement is progressing very well 
and they are happy and useful economically and otherwise 

Ml Shervam — Have you ascertained whether they want to live there or 
do they want to come back ^ 

Mr Gwynne — Colonel Ferrar, the Chief Commissioner, was here in May * 
he said they are happy there 
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Evidence taken at the twelfth meeting of the Public 
Accounts Committee^ held on Wednesday, the 21st 
August 1929, at 2-30 p.m. 


Present 


(1) The Hon’ble Sir George Schuster 


Chairman 


(2) Six T A K Shervani, 

(3) Mr B Das, 

(4) hir S C Mitra, 

(5) Kumar Ganganand Sinha, 

(6) Maulvi Abdul hlATTN Chaudhurt', 

(7) Mr K C Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) Mr K C Roy, 

(10) Lieut -Colonel H A J Gidney, 


Members, 


(11) Sir Frederic Gauntlett, Auditor General, "I 

(12) The Hon’ble Mr E Burdon, Financial Secretary (^Were also 

(13) Mr G Kaula, Director of Railway Audit, f present 

(14) Mr B Nehru, Deputy Auditor General, J 


Mr P R Rau, Financial Commissioner, Railways, 
Mr W H Scott, Controller of Railway Accounts, 

Mr J A Tower, Director of Finance, Railways 


^ Witnesses 


Chan man — We want to start to-day with dealing with matters outstand 
ing from previous reports and the action taken thereon, but at the end of our 
isession to-daj’’ we want to put to you a number of questions that are going 
to be raised during the course of dealmg with the Railway position on which 
we want you to collect information and with which we want you to be ready 
to deal at subsequent meetmgs For dealmg with some of these questions 
and possibly in connection with questions which will aiise out of our gomg 
through the ordinary list of items we shall want to have the Chief Commis- 
sioner before us because they raise big questions of policy So we would like 
you to let him knoiv that wc may call upon him to come before the Committee 
We wiU try and concentrate everything we have to put to him into one session, 
probably the last session 

Ml Ran — I have already told Sir Austen Hadow about it 

705 Chan man — ^Now, paragraphs 147 and 148 of the Appropiiation 
Accounts and paragraphs 4 to 6 of the Auditor General’s letter deal with 
matters outstanding from previous reports and the action taken thereon 
The first question I want to deal with is one to which the Auditor General 
has called our special attention, namely, the failure to obtain the report of the 
special officer appointed to deal with the budget arrangements — and then to 
turn from that to the very serious cases of irregularity on the Bengal Nagpur 
Railway dealt with in the various paragraphs m the annexure I should like 
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to know what is the exact position as regards the special officer wlio lias been 
appointed to deal with budget airangements ? 

Mr Rau — I have ]usthad a copy of the report presented to me 1 got it 
about a week or 10 days ago 

(The report was handed to the Cliairman ) 

Chairman —A report on the system of preparing revised budget estimates 
on the State Railways by hlr Pun I understand he has been at n orlc on thi« 
report since 1920 

Ml Rau — ^Not leally at noik on the report He uas placed on special 
duty about July 1926, but aftei two or three months he was sent off -with Sir 
Arthur Dickinson when he came out to examine our aecounts system here 
Thereafter I believe he was sent on foreign service to Baroda for some time and 
then to Porbander and then finally he had to go on leave for six or seven 
months in the Avmtei of 1927 Iimnediately he came back he vas put on 
as Deputy Chief Accounts Officer on the East Indian Railuay The uork 
m that office was very greatly m arrears and lie liad to work pretty hard there 
and I understand it u.is only after he uas lehcAed of that duty and put into 
the office of the Controller of Accounts that he v <is really able to devote much 
time He had been able to collect a good deal of the material but he was not 
able to get on with his report 

Chau man — That explains the delay but it does not justify it 

Ml Rau — No, it does not justify it 

706 MauJm Abdul Maim Ohaudh inj --But hou is it that veai after year 
we have been told that the report vas uiidci preparation and it uas hoped 
to get it ready vorv shortly Why was not another officer put on 

Ml Rau — He had been put on special duty, he had gone round the rail- 
ways and collected much information ,ind it uould liave been a uaste of 
material to put on another man 

Maidvi Mohammad Yaluh — Why vias he sent to Barod.i uhen he had 
been put on special duty ^ 

Ml Rau — He was considered peculiarly fitted for the job 

Mr Roy — IWiat is the name of the officei ? 

3Ir Rau — Rai Bahadur B D Pun He is at present a Deputy Chief 
Accounts Officer in the office of the Controller of Accounts 

Maulvi Mohammad Yahub — It is a very novel way of dealing with the 
matter, to put a man on special duty and then to lend Ins services to one of the 
States 

Mr Sheriam — When we considered the fact that some of these deputa- 
tions came on after the remarks and the discussion which took place in the 
Public Accounts Committee last year 

Ml Rau — What happened was that apparently the Railvay Depart- 
ment thought that he could do this work in the midst of his other duties 

707 Sir Frederic Gauntleif — ^\\^ould you admit that the improvement 
of the budget system is an urgent necessity on the railways ^ 
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Mi Ran — Certainly 

Kwnai Gmujanand Swlia — When ate you going to take action on the 
Report ? 

Mr Rail — T will place it befoie the Standing Finance Committee for 
Railways at the earliest possible meeting 

70S Chan man — You have not had a chance of readnig this Report, 
had you ^ 

Mr Ran — I have not gone tlirough it carefullv I have just glanced 
through it 

il/j Roy — ^^Vas this officer working imder the orders of the Financial 
Commissioner of Railways ? 

M} Ratt — Yes, throughout 

Mr Ro>j — ^And yet you could not check these variations 

Mauhi Abdul Matin ChaudJmry — Arismg out of the Auditor CeneraFs 
question, if you considered this a ver}’’ important matter, why did you depute 
tins officer to other business ^ 

Mi Rau — We thought he uould be able to do it m addition to his other 
work 

Mr Neogy — ^Did he give an assurance to that effect or weie you trying 
to take too much out of lum ^ 

3 I 7 Rau — have no personal Imowledgc of that 

709 CJmiman — 1 suggest that ve leave the past we can agree in con- 
demning what has happened and I think it is very regrettable that a thing 
that uas asked for by the Public Accounts Committee 111 1926 and has been 
pressed for ever since should be so long delayed J do not thiiilc there will be 
any difference of opinion about it PI ov ever ve have now got this report 
and I should like to know what action is to be taken on it You sav it is to 
go before the Standing Finance Comimttee 

Mr Rau - - As soon as I have gone through it I will make a summaiy of 
the conclusions and place it before the Committee with our proposals 

Mr Roy — PYhat precisely has the Standing Fmance Committee got to 
do with it * 

3Ir Rau — Under the separation convention, they are supposed to deal 
with the form of demands foi grants as well as the actual demands them- 
selves 

Mr Das — But that does not take away the right of this Committee to go 
into the matter t 

Mr Rau — Not at all 

710 Chairman — Is there any chance of these recommendations being 
adopted in time for the coming budget * 

Mr Rau — I think so , as a matter of fact, from the glance I have had 
at this report, I think a good many of the recommendations have already 
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been adopted The fact that it took two years to finish has naturally de- 
tracted from its value 

711 Mr. Shervam — ^What about proposals about appropriation accounts ? 

Mr* Rau — I do not think this report deals with them 

Maulm Mohammad Yakub — I suppose you will appoint some othei special 
officer to deal with that question ? 

Mr Rau — ^No , as a matter of fact the appropriation accounts will be 
prepared by the Controller of Eailway Accounts next year in the same manner 
as they have been prepared by the Director, Eailway Audit, till now, and the 
Eeport thereon will be prepared by the Director I think mstructions have 
already issued to that effect 

712 Chairman — But as far as you have been able to see, there is nothing 
stnrtlmgly novel in these recommendations ? 

Mr Rau — I am afraid not 

Maulvi Abdul Matin Chaudhury — ^Do T understand you to mean that 
most of these lecommendations have been given effect to ? 

Mr Rau — ^A good many of them as a matter of fact my personal opimon 
IS that improvements in budget procedure can mamly come through experi- 
ence and not through investigations of this sort 

713 Mr Roy — ^As regards the changes which you have given effect to, 
did you take the consent of the Fmance Member ^ 

Mr Rau — ^All important changes have always been placed before the 
Standmg Binance Committee 

Mr Roy — Without consulting the Fmance Member^ 

Mr Rau — If it is a matter of sufficient importance I take it he would 
have been consulted 

714 CJmiman — Mr Kaula, have you seen in actual results any steady- 
improvement * 

Mr Kaula — I take it, Sir, that the Auditor General would not have 
made these comments m his letter if there had been improvement 

Chairman — It is rather a depressing situation if what you tell is true, 
that all that Mr Pun after three years has been able to recommend has already 
been introduced and that the introduction of these changes has not borne 
any fruit as regards improvement of results 

Ml Rau — I have not gone through the Eeport carefully enough to say 
that all the recommendations have been introduced many of them have 

Si) Fiedeiic GauntlHt — It has to be remembered that we are now discus- 
®^^the figures of 1927-28, the budget for which w^as prepared m August 

Chairman — I agree I would ask whether m practice you have seen 
any signs of improvement m later years even ? 

Mr Kaula — ^Nothing particularly noticeable 
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Kumar Ganganand 8inlia — ^If you refer to tlie debates in tbe Assembly for 
tbe last two years you must admit that there has been no improvement what- 
ever ^ 

Ml Rau, — ^In what way ? 

Mr Roy — ^You have only to read paragraphs 4 and 5 of the Auditor 
General’s letter 

Mr Rau — May I pomt out this I do not particularly claun that our budget- 
ing IS good or bad in this particular year — as a matter of fact I was not res- 
ponsible for it and hence I can speak more freely perhaps 

Mt, Roy — ^We are discussing a prmciple m the past the budgetmg has 
been bad that is admitted , what improvements do you propose to make 
The Auditor General is not satisfied vuth the way in which the budget has 
been prepared 

Rau — am afraid I do not qmte admit that the budgeting is bad 

Mi Roy — The final word in that matter rests with the Public Accoimts 
Committee ^ 

Ml Rau — I realise that, but if I may put the Railway Department’s 
point of view in this matter, if you take our total workmg expenses in the year 
1927-28, the origmal budget figure was Rs 63,24 lakhs for commercial fines 
and the actuals came to Rs 63,30 lakhs, adifierence of Rs 6 lakhs or ]ust 1 
percent and you must give some credit to the Railway Department for that 
I think you must take the totals and not merely look at individual items, where 
I quite admit there have been large variations 

3Ir Shervam — ^Do you think that the total figure represents a good or 
bad budget ? You can make a lot of reappropnations from one item to 
another I mean that in certain items you have over-budgeted and in 
others you have under-budgeted You would not call a budget like that a 
good one, if the totals did not vaiy much ^ 

Mr Rau — think I should certainly call it a good budget if our totals 
agree very accurately Of course in the admimstration of a big bodv like 
the railways there are so many things that cannot always be foreseen 

Mr Roy — ^^Ve realise that 

Chan man — Perhaps I might put it like this that if the total result was 
accurate and the details were maccurate, I should not be inclined on that alone 
to say “ this is a good budget ” it is not very convincmg evidence but if 
for a series of years, say for five years, you find that the totals were as accurate 
as they were in the year 3 mu referred to then I tlunk you could say “ Well, 
on the whole, this is pretty good, even though the details are not alwaj’^s accu- 
rate ” The fact that year aftei year the totals are accurate would, I think, 
be enough ground, 

Mr Shervam — Suppose for example you over-budget and you construct 
a line without gomg to the Assembly for the amount and thus make up the 
total, that will certainly not be good budgetmg 

Chairman — X am not suggesting that in order to make your estimate* 
correct, you could start new projects we are dealing with working expenses 



Ml Roy —Would you say that your budget on the whole is fairly satisfac- 
tory * 

jlau — would not say it is entirely satisfactory , there is always room 
foi improvement 

Sii Fiedenc Gauntlett — I thmk that when this Committee first laised the 
question of the special budget officer it was very much impressed by the fact 
that the details prepared on individual lines were very inaccurate and we 
thought the primary function of the budget officer was to improve the 
budgeting on individual lines It is perfectly true that as Mr Ran says, the 
results in lump all over India may not be so very bad, but that does not alter 
the imtial fact that the individual budgets on some railways at least are still 
very inaccuratel)’- prepared 

Mr Rau — I quite agiee with the Auditor General and as a matter of fact 
I believe the chief value of this report rvould be in its application to individual 
railways 

Sir Fiedenc Gauntlett — It is always possible at headquarters on big 
budgets Idee these to brmg ameliorations w’^hich will improve the budget as 
a whole, but I submit you cannot get anything finally good unless it is built 
on an accurate basis 

Mi Roy — IVffiuld you lay the responsibilty for these difierences m esti- 
mates and actuals on the Agents who prepare the estimates ^ 

Ml Rau — The Agents estimates are altered by the Railway Board 

Ml Roy — Materially ? 

Ml Rau — Sometimes materially As the Auditor General has mentioned 
m one of the comments, we must take into accoimt the Agent’s tendencies to 
under-estimate or over-estimate 

Mr Roy — Is it done after consultation with the Agents or is it done by the 
Railway Board on its own initiative 't 

Mr Rau — There is no tune to considt the Agent bases his estimates on 
figures for six months and we get some later figures for all radways and we 
alter them according to the latest information at our disposal 

715 Ml Roy — ^IVhere does the responsibility of the Finance Member 
come in ^ 

Mr Rau — The responsibility of the Finance Member is not directly ex- 
ercised in the Railway Budget On any important matter the Financial Com- 
missioner would naturally take instructions from him, but in the detailed pre- 
paration of the budget he takes no direct part 

Mr Roy — Is the Financial Commissioner the watch-dog of the Finance 
Member or does he exercise himself a great deal of delegated authority and thus 
deprive the Fmance Department and the Finance Member of their legitimate 
rights of control ? 

Mr Rau — The Financial Commissioner represents the Finance Member 
and acts in these matters under his control I take it that that was the mten- 
tion of the Government of India in adopting this procedure 
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Mi Boy —By separation lie did not abrogate kis function ^ 

Mr Bail — No , all important papers and ivliatever otker papers he ivaiits 
to see are shown to him 

Mi Boy — ^Ab one who has been m the Government of India for many 
years, do you consider the present position satisfactory ? 

Mr Bait — I have no reason to think otherwise 

Chairman — I think we must avoid anything like panic on this subject 
The Fmance Member is ultimately responsible and it is up to him to take steps 
to see that he gets adequate details put before him and that he gets a Financial 
Comnaissioner m whom he can place complete confidence , but in railways we 
are dealing with a big commercial undertaking where expenditure depends on 
trafiic and all sorts of uncertam factors it is not as if we are dealing with any- 
thing like these other departments that come before us 

Mr Boy — I want to fix the responsibility for budgeting on the Fmance 
Department of the Government of India and on the Fmance Member 

Chairman — As I understand the position, the Government of India deli- 
berately took the step of decentralisation in agreeing to the separation 
instead of havmg detailed control by an outside department of railway finances, 
the Government of India said “ We will satisfy ourselves that the internal 
control IS piopeily exercised ” 

Sir Frcdenc Gauntleit — I suggest that separation did not alter radically 
the relations between the Financial Comnussioner and the Finance Member 

Chairman — No it does not but it has meant that m practice a very 
considerable portion of his responsibility has been delegated to the railways 
you are suggesting that that should be altered * 

Mi Boy —The Finance Member should be the ultimate authority so far 
as the railway finances go Mr Rau seems to say that it is done by the 
Railway Board 

Mr Ban, — Not at all 

716 Mr Ban — Page SO, paragtaph 147(b) May I make a statement, Sir, 
on this ^ Minor points raised m connection with the recommendations 
contained in Sir Arthur Dickmson’s Report have still to be dealt with by the 
Railw ay Board and are under examination by the Controller of Railway 
Accounts who is dealing with these matters The particular case referred to 
in last year’s Report w’^as, in my opmion, more a case of stupidity and the 
orders already issued should serve the purpose pending the promulgation of 
detailed rules on the question It is a case in which a man sold off more 
articles than there were in stock 

717 Mr Bail — As regards the Piece-work and Bonus system, I am afraid 
we have not got any further in the matter As Mr Parsons told the Committee 
last year, in the present disturbed conditions of labour, it is difficult to say 
when and at what stage the change can profitably be mtroduced 

Mr Boy — The change will probably involve a gettmg nd of staff 
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Mr Rail —We are trying not to fill vacancies and tliereby to gradually 
xeduce our labour staff in our worksbops 

As regards cost accounting the recommendation of tbe Dickinson Com- 
mittee in regard to workshop accountmg has been examined and a memorandum 
■was placed by Mr Parsons last year before tbe Standing Finance Committee on 
tbe subject Tbe last paragraph of the memorandum was as follows “ We 
would like to make it clear that it will take a few years before we fully 
re-orgamse our worksbops and tbe system of workshop cost accountmg 
Special steps will have to be taken to secure tbe services of qualified 
Production Engineers and Cost Accountants ” It is our aim to ensure that 
tbe accounting m a workshop should be such that the value of each job 
undertaken should represent as closely as possible what it actually cost to 
produce ascertained on a basis similar to that adopted in commercial under- 
takings It will, I am afraid, take some time before we introduce proper 
cost accountmg in the workshops The system has been jmtroduced in the 
Tatanagar Workshops where we manufacture underframes 

Mr Roy — These are the changes that led to riots in the workshops ? 

Mr Rail — ^No We do not want to have more unrest than we can help 

Ml Roy. — You have plenty of it 

718 Ml Rau — Yes As regards (d), I exammed the contract myself 
while I was in Calcutta in April last and I could not discover anything in it 
which could be held to facilitate fraud 

Ml Neogy — ^YHiat does this relate to ? 

Mr Rau — This lefers to the sleeper frauds 

719 3Ii Rau — As regards (e) I understand a statement was sent to the 
Director of Railway Audit m the beginning of this month I should however 
■explain to the Committee that a comparison of the expenditure on the crew 
system with recoveries made from passengers is not of much value considering 
that the mam object of the crew system is not to recover any charges from 
passengers but to prevent passengers without tickets or with excess luggage 
travellmg 

Colonel Gtdney — Is it an effective system ^ 

Ml . Rau — ^I hope it is 

Ml Roy — When I was a member of the Railway Advisory Committee the 
question of amending the law was con't3emplated but as this crew system was 
introduced we did not like the proposal of amendmg the law Is the system 
quite satisfactory ^ 

Mr Rau — We have asked the Agent of the E I Railway to give a compre- 
hensive report m connection with a question in the Assembly in March We 
have not got the report yet 

Mr Roy. — ^As an ordinary passenger I can tell you that the system does 
not seem to have done very much good 

Mr Shervam — My experience is just the contrary^ 
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720 ili? Das — ^Does not tlie promotion in tins crew gang depend upon the 
amount of the collections ^ 

Mr Ban — They aie supposed not to collect anything 

Ml Das — There is somehow an impression in the mind of the public that 
the promotion depends on the amount of collection that they make every day 

721 Ml Mxtra — ^^Hien do you expect the report of the E I Railway 

Ml Bail — ^We wired to the Agent the other day and he told us that he 
would send it before the end of this month 

722 Mr Boy — What is the amount of money involved in the organisa- 
tion of this crew system 

Ml Ban — I could not tell you off-hand Mr Scott might perhaps be able 
to tell 5 ''ou 

Ml Scoif — I could not tell you 

Colonel Ghdiieij — asked a question in the Central Advisory Comnuttee 
and the leply vas that it was remunerative and further more I ascertamed from 
the Membei himself that the promotion of the crew system depended on the 
honest)'^ of the public leflected m the dishonesty of the employee because a lot 
of crew men were refused pi emotion because their returns were not satisfactor}’^ 
I have seen the letter myself 

Ml Ban — I have not seen it 

723 Colonel Gidney — ^Do they serve under the Accounts Department 

Ml Ban — No They are under the traffic department, but the accounts 
department have got a system by which one of their men go round and see if 
people are travelling without tickets in spite of the crew men having checked 
the tickets 

Maiihi Mohammad YaJmb — They are not under the traffic department 
but directly under the accounts department * 

Mr Scott — Oiiginally they worked under a special staff Then when the 
experimental period ceased the entire operation was transferred to the traffic 
department, that is the operating department 

Mr Boy — They had their oivn ticket inspectors before ? 

Mr Scott — ^Yes 

Mr Boy — Now they have these additional inspectors ^ 

Mr Scott — The ticket inspectors have to some extent been absorbed in the 
crew 

Mr Boy — ^They have all been absorbed ? 

Mr Scott — ^Not all A certam number of them have still to wait at the 
railway gates 

Mr Roy — You do not want to have a change in the law now if the crew 
system is perfect t 
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724 Colonel Gidney — There is one point Has the crew system resulted 
in any gam to the railway or not ? 

Mr Eau — In the beginnmg we introduced the crew system m one or two 
divisions only and we found immediately on the introduction of the crew system 
3 . rapid increase of railway earnings 

Sir Frederic Gauntlett — ^Last year I travelled 18,000 miles practically all 
over the Indian railways and I can tell you wherever you stopped at a wayside 
station you would see nearly half the passengers getting out on the wrong side 
of the station and the only way of stopping that is the crew system 

Ml Roy — Is it the object of the crew system or IS it different ? There was 
a lot of passengers travelling without tickets and there was consequent loss of 
revenue to the railways So they wanted to put in a section in the Kailway Act 
making it a penal offence to travel over a railway without a ticket The matter 
was discussed in the Railway Advisory Committee but ive really did not like the 
proposal and the crew system was introduced as a consequence My own ex- 
perience of the crew system is that it is an utter waste of money 

Maidvi Abdul Matin Ghaudhury — The crew system is a success m this 
sense , not in the sense of the money that it brings but as a preventive measure 
it has been very successful 

725 Chairman — You expect to get this report by the end of August ^ 

Mr Eau — Yes The Agent has told us so and it is our intention to place 
it before the House 

726 Mauhi Mohammad Yahuh — ^Ilave you seen a recent rulmg of some 
Court that a passenger travelling without a ticket cannot be ejected ? 

Ml Eau — The crew men are supposed to prevent passengers from gettmg 
into the trains and not to get tliem out 

Mr Shervani — That is not a rulmg That is only a magistrate’s opmion 

Maulm Mohammhd YaLub — ^^Vllen the crew man exarmnes tickets and 
he finds that a passenger has travelled without a ticket he collects the amount 
from hun and gives him a receipt 

Mr Eau — The origmal idea was that the crew men ought not to collect 
any excess fares, but as a later development, as it was a source of some incon- 
venience to the public, certain selected crew men — the men in charge, were 
allowed to collect 

Mr Neogy — The alternative was to turn the man out 

727 Mr Roy — ^What are the railways in which you have this crew “^ystem^ 

Mr Eau — The G I P Railway has it in certain divisions and the E B 
Railway and S I Railway have had it for some time It is still in the experi- 
mental stage 

728 Mr Roy — Can you tell us anythmg of foreign practice, whether, for 
instance, in England they have anything like a crew system * 

Mr Scott — The conditions which prevail m this country are very diffeient 
from those which prevail, say, in England or in America In America I found 
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there ■was an attendant in charge of the coach ■who examined the tickets of those 
■who ere in it The corridor carriages make a difierence and there is a particular 
man in charge of each coach but here m India the fact of the matter is that the 
stations are not fenced That is the difficulty 

Colonel Gtdney — Have you not got a man in charge of each coach in India 
now * 

Ml Scott — That is the crevt system If we had corridor carriages and if 
we had really thoroughly fenced stations, then the crew system might be 
modified with advantage 

Sir Frederic Gauntlet t — ^You invented the crew system and you did it 
mainly on your knowledge of practices on other railways, specially on the 
American railways ^ 

Mr Scott — I noticed it on the American railways but I have noticed too 
that on the Indian railways if you had travelling ticket exammers you would 
get as much recoveries from them as you wish because they adopt the simple 
method of diverting people from the bookmg offices 

729 Mr Neogy — ^If Mr Scott was the inventor of the crew system why 
did you hand it over to the traffic department ? 

Mr Scott — I was the parent of the system but I was not allowed any 
discretion ■with regard to my o-nm progeny 

Mr Neogy — Is any special benefit claimed for the crew system being 
placed under traffic control ? 

Ml Scott — If my indmdual opinion was asked I should think it should be 
the last department that should have charge of it 

Mr Neogy and some other members We agree with you there 

Colonel Gidney — Were not the original ticket collectors and ticket ms- 
pectors under the traffic ? 

ilfr Scott — ^Ticket collectors at stations have always been under the traffic 
department but travelling ticket exammers on some of the railways have been 
under the accoimts department and on others under the traffic department 

Mr Neogy — ^What were the reasons that induced the Eailway Board to 
agree to this transfer of control ^ 

Sir Fredei ic Gauntlett — I think I might be useful m throwing some light 
on this question So long as the audit and accounts were not separate it wag 
improper to have a stafi; like that working under audit I think it is essentially 
what -we call an admmistrative function Now that there is separation of audit 
and accounts, of course, a stafi like that will never come imder audit and it 
would be quite reasonable to argue that it could come under accounts rather 
than under traffic Once the separation comes in, I would agree ■with you 
entuely As to what has happened in the past, on the whole I t hink it wag 
correct 

Chairman — Could we sum up this discussion because we have got a good 
deal to deal with So far as I understand, one of the things which emerge from 
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this discussion is that the Committee is in favoui of shifting over the control 
from traffic to accounts What else are we lecommenclmg ^ We have not 
got before us any report compaiing the expendituic of the crew system with the 
recoveries and giving us any data as to the results Is there anything further, 
in the absence of that repoit, that we can say at present ’ 

Ml Shei vam — Would it be proper to suggest this change before the report 
IS out Should we not wait till the report comes out 

Ghmiman — T do not think that the report will have any bearing on that 
question 

Ml She) vam — In the report the vhole crew system will be under examina- 
tion 

Colonel Gid)iey — I should say that ve should an ait the report 

Mr Roy — ^Thc question relates to efiective control and it is the traffic 
department that has to be checked by this crev system 

Ml Neogy — There is no use putting the same man in charge 

Ml Roy — If there is a crew system it ought to be undei the accounts 

Chamnan — I gathei theie is no unanimity about the idea 

Colonel Gid^iey — I dissent 

Ml Roy — (To Ml Scott) Aie you satisfied now about the crew system ? 

Mr Scott —I am satisfied about the crew system as a system 

Ml Roy— Ah preventing travelling on the railway system without 
tickets 

M) Scott — As a system it is all right, but if I am asked whether I am 
perfectly satisfied with the way in which it is adimmstered 

Mr Neogy — That is the question AVhat do you think of its practical 
administration ^ 

M) Scott — I think it is manifest that it is being v orked inefficiently 
in that large collections of excess fares are made by the ciew staffs 

Ml Ran — That is contrary to the intention 

M) Scott — The fundamental prmciple of the scheme is that the crew 
system should be barred from collecting money 

Mr Rau — So that it should not lead to corruption. 

M? Roy — ^Are you agreed that the control should be invested m authori- 
ties other than the traffic ^ 

Mr Scott — ^My reason for doing that is that the section of the pubhc who 
are most culpable m misusmg the railway are the operatmg staffs, their friends 
and their relatives 

Maulm Mohammad Yalcub — ^And therefore we want that the crew system 
should be under the accounts department and not under the traffic 

Mr Scott — ^I think that would be a great improvement Because it 
would be very difficult for them to report against their own superiors 
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Colonel Gidney — I tlioiiglit tlie greatest sinners were the priests and those 
people who go to these fairs 

3Ir Scott — ^But that is limited They are a difficult section of people to 
deal with but ibis nob a very laige section , 

Colonel Gidney — You just now said that the reason why you thought, it 
should be under the accounts and not the traffic was the large amount of 
ilhcit money that the crew system extract from the public 

M) Scott — I did not say illicit I simply made a statement of the excess 
fares which they collected and to all appearances they are perfectly licit col- 
lections 

Colonel' Gidney — ^AVhat I wanted to ask you is, why is it then that the 
accounts department withhold promotions and other things from these very 
people on the groimd 'that they do not make an adequate return of collections ? 

Mr Scott — If any traffic staffs were allowed to collect money — and 
I have had experience of that — they can collect pretty well as much as you 
want them to 

. Colonel Gidney — ^The Allahabad crew system is under the accounts de- 
partment of the E I Railway 't 

Mr Scott — ^I' do not think so 

Colonel Gidney — It is a recent change . 

Mr Scott — I do not think it could have happened without om knowmg 
It 

Chairman — We come back to the same conclusion I do not thinlc we 
can do very much- more at present than recommend consideration that the 
accounts department should be in Lharge of the crew, system andi not the 
traffic department and' that we should like to comment on the delay in havmg 
this report which makes it difficult for us to make any final recommendation 
and that this Committee would like to have next year a report on the question 
of the efficiency with which the system is bemg applied and administered 
I think somethmg on those Imes.isiabout all that ive can do at present 

Colonel Gidney — L should like to ' see the crew system administered by a 
crew department 

Chan man — You had' better put in a separate recommendation 
(Laughter) 

Mr Ran — ^Do you want the Railway Board to prepare the report about 
the efficiency of the crew system or 

Chairman — The Railway Board, because the Railway Board will have 
all 'the materials for the purpose 

730 Mr Rau> — ^As regardsdfi)IhavenO'Xemarlcs to make’ The Account- 
ant General hasnaid that the procedure has been xevised 

731 Mr Ran — ^As regards {g) we have obtained from the Army Depart- 
ment the information as to 'the procedure m^ force there and we are now con- 
sulting the Railway Administrations whether it will be feasible to have thd' 

H62CPBFinD 10 



242 


procedure exactly adopted on tlie railways or with any modifications We 
have not got all the rephes as yet 

732 Mr Rau — ^As regards {h) I notice that the Fmance Department 
has issued last week orders laymg down the general pnnciples of this question. 
The Eadway Board will shortly take up the question of issumg detailed sub- 
sidiary msrtuctions 

Colonel Gidney — The instructions issued before on this matter were 
Ignored ^ That is a serious aspect of the matter Although the mstructions 
have been issued, the agents, or the divisional engmeers, or the district engi- 
neers or the suhordmates have ignored them 

ilfr Rau — There are cases m every department m which mstructions that 
have been issued are ignored to some extent 

Sir Fiedenc Gauntlett — suggest that that had better be raised on 
mdividual cases as they come 

Ml Roy — It IS Colonel Gidney’s contention that the railway are habi- 
tual ofienders m this respect 

Mr Rau — I do not admit that I think the Eailway Department is 
as good a department as any other 

Colonel Gidney — "VlTiat I wanted to place before you is this The 
Eailway Board has got a habit of issumg these orders and the agents and 
other subordinates have got a habit of disobeying them Is it not possible 
that we should apportion the responsibility on some one in the Eailway Board * 

CJiairtnan — I do not see how your point arises in connection with this 
item 

Mr Roy — ^In previous yeais it has been settled that we are not an exe- 
cutive body and that we cannot fix responsiblity on anybody 

Sir Frederic Gauntlett — I suggest that we will have another opportunity 
of saying something quite definite on the cases.that come up where the orders 
regarding contract, etc , have not been carried out 

Chairman — I thmlc that deals with that item 

733 Ml Rau — ^As regards (t) I must apologise to the Committee that 
the orders were issued only very recently There seems to have been some 
breakdown in the routine procedure of our office and no orders were issued 
When the case came to my notice about a week or so ago, I had these oidcrs 
issued 

734 Colonel Gidney — In all these questions of policy don’t you address 
your circulars to all railways or do you separate them ? 

Mo Rau — There are certain circulars which we have to address only to 
state managed railways There arc ce tain other circulars that have to go 
to all state-owned railways, and there are still others in which the Eai way 
Board has powers under the Eailway Act and so issues circulars to all the 
railways 

Colonel Gidney — ^Does the Eailway Act contemplate any discrimination 
between one class of railway and another 
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Mr Rau — So far as State-owned railways are concerned we issue orders 
to them, but as regards those which are not state owned we have got only 
certain statutory rights 

Mr. Neogy — ^The Railways Act does not discrmimate between one class 
of railways and another, but the powers of the Railway Board are difierent 
with reference to different classes 

735 Mr Das — ^How is it that the Railway Admimstration commits so 
many mistakes while the R W D do not 

Mr Ran — ^For one thmg the railways in India are a much bigger concern 
than any public works department 

M? Das — It IS managed by efficient officers and engmeers Though we 
may have engineers countenancmg falsification of measurement books, still 
I find that the railway engmeers are specially prone to it Will this circular 
go to the B N W Railway as well ? 

Mr Ran — It will go to all railways 

736 M? Shervam — ^What is the reason of this delay in issuing orders 
under this head * 

Mr Rau — ^As I have told you, there seems to have been some breakdown 
in our office procedure because nobody noticed that the Committee desired 
this and it was only when I saw this myself about a few days ago that 
orders were issued 

Maulm Mohammad Yalub — ^IVho was responsible for this « Unless 
you take some disciplinary measures 

Ml Rau — I must assume responsibility for my office entirely It was 
my duty 

Maulvi Mohammad Yah-ub — 1 do not thmk it can be the duty of the 
Financial Commissioner There must be somebody in the office responsible 
for this 

Chairman — I suppose the recommendation was not actually brought to 
the notice of anybody 

Sir Frederic Gauntlett — May I raise a practical question * Is it really 
necessary to wait until the Government of India issue final oiders before a 
recoifimendation like that is taken up ? Cannot you gamble on the reasonable 
certamty that the Government of India would accept the suggestion ? 

Mr Rau — I think there is no doubt that a recommendation of this kind 
would be acceptable to anybody 

Sir Fredei ic Gauntlett — ^Have you now improved the system whereby the 
report is overhauled and matters brought to notice on which orders have to be 
issued ? 

Ml Rau — ^I thmk the office Imows that now 

Maulvi Mohammad Yalub — ^Have you pinned the responsibility on some- 
body who could be brought to book * 
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Mr JRau — Iimust say it'is my responsibility in tins matter and I cannot 
pass it on to anybody m tbe office ' 

Climrman — I think what we might do is to make a recommendation that 
as soon as the report appears. every department should take note of the re- 
commendations that apply to that department and that we think it a desir-, 
able thing that they should render a return to the Finance Departments 
Each Department should render a return to the Finance Department saying 
that they have received the report, that they have taken note of the following 
points and recommendations which affect their particular Department and wiU 
give them immediate consideration 

Mr Rail — I believe each Department is expected to do that at piesent 
jlnd a statement is placed before the Public Accounts Committee next year 

CJiaiimaii — 1 am suggesting’ something different, They should not- 
wait until they have completed the action They should send an immediate 
return saying that they have taken note of the recommendations which affect 
their Department We could at once see whether they have missed any 
pomt That would prevent what obviously occurred in this case 

737 Ml Ran Paiagraph 148 (a) — The Fmance Department issued a 
oiToular letter enclosing a memorandum regulating the enforcement of res- 
ponsibility for losses sustained by Government through negligence or, fraud oft 
mdividuals That applies to railway servants' as well 

Ml Das — ^You have accepted it in full ? 

Mr Ran — Of comse the orders of the Government of India are bindmg 

on the Railway Department 

’ ) < 

Chairman — IWiy is it said that the question is still under consideratiom 
of the Government of India ^ 

Ml Kaulxii — The report was- written on the 30th March 

Sir Fredenc Gauntlett — Those orders to which Mr Ran referred do not 
deal specifically with he particular point mentioned here, thatjs, the recovery 
from tire pension of a Government servant after he has retired 

Mr Rau — It is a generaL question in which the Railway Department 
cannot really issue orders 

Sir Fredenc GhuntUtt — ^The action taken by the^ Government of India isi 
rather elabo ate First of > all there is 'the general' question of the pnnciplea 
of di'^ciplmaty action Those orders were issued by the Government of India 
about June In addition there are the orders to which Mr (Ran has referred. 
There is the other question which has been raised as to whether there is any 
legal means whereby public claims cambe obtamed from a'Govemment servant 
after retirement Rules are "gomg to 'be introduced! into the Givil Semoej 
Regula ions which will give the legal power There is the further question 
as to whether a specific penalty can be enforced from pension 

Chairman — The general-, instructions alBout , disciplinary action to. which 
^Tr Burden referred the other day, -will ‘they cover this^ point ? 
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Sir Frederic Gauntlett — ^The Resolution "would probably have to be en- 
larged wben these two matters are finally dealt witb. 

Mr Kaula — ^In the case of railway employees, there are "very few cases of 
pension, so that this question does not arise in practice 

Maulvi MoJiaminad Ycikub — ^Is the question of reco'vering from Provident 
Rund also under consideration * 

Sir Frederic 'GaUiltlett • — assume that it has always been the practice 
to enforce specific claims agamst the provident ifund before it is finally paid 
off to the officer I assume that no attempt 'has been made to recover from 
an officer who has been paid his pro"vident fund 

Ohairnmn — ^As regards this matter ‘that we are dealing with, we cannot 
say when it will be finally disposed of 

Mr Mitia — The pro"vident fund of a man should not be paid if there is a 
case pendmg against him 

Mr Rau — e do not pay^him his provident fund if there is any claim against 
him But this probably refers to the discovery of the claim long after retire- 
ment 

Mr Neogy — This is rather a serious observation which the Auditor Gen- 
eral has made last year “ When a definite case comes to the notice of the 
officers the men retire very quickly ” It is almost an allega- 

tion that you practically connive at their retirement 

{ , < 

Mr Rau — I think that what he meant to say was that we can get nd 
of men more quickly than other departments, as our men are non-pension- 
able 1 

Sir Fredenc Gauntlett — Certainly I never hinted thatthere "vyas any con- 
nivance 

Chairman — ^As regards this particular item, it is bemg dealt "with It 
will’have to appear agam It is not finally disposed of 

738 Mr Rau — 148(6) —The question is under the consideration of the 

Government I think it is -with the Finance Department at present It has 
been explained, I understand ' ’ 

739 Mr Rau — 148(c) The question of the detailed proceduie to be 
followed in the matter of pricing of stores is under consideration Astregards 
the pomt raised in this paragraph, I must say that there is not much reason 
to fear that revenue receives credit through adventitious circumstances , 
it can only be when prices are rapidly rising o'wmg to extraordmary, and m 
,their very nature temporary circumstances Such circumstances did -happen 
during war time and it resulted in considerable credit to revenue ,Such 
xarcumstanees do not obtain at present All the same we, are mvestigating 
this question of the detailed procedure to be followedtin "the matter of prmihg 
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stores Ml Parsons wanted to consult tke Director of Commercial Audit 
and the Auditor General on this point I believe 

740 Rau — 148((i) A memorandum on the recommendations of 
Sir Arthur Dickinson on the system of stores accounting on State railways 
was placed before the Standmg Fmance Committee for Railways last year 
and after approval by them we have issued mstructions that materials should 
be obtained strictly in accordance with the detailed provision in the sanctioned 
estimate and within a reasonable time before the commencement of works 
and materials not used should be returned to the stores or to other divisions 
where they are likely to be utilised 

Mr Roy — In page 5 the Auditor General defines the functions of the 
Controller of Stores, such as keepmg ledgers, etc Does he purchase I 

Mr Rau — Yes 

Mr Roy — Then why is that onutted ^ 

Mr Rau — ^Probably because it is not relevant to this particular thing. 
This does not give all the functions of the Controller of Stores. 

Rrederic Gaunilett — As regards (d) the reason why (d) was raised 
originally was because the Railway Board made an earnest attempt to reduce 
stores balances and one of the means taken to reduce the stores balance was 
to send as much as they could out of the stores on to the site of works It was 
the Railway Workshop Committee that called attention to that matter 

Colonel Gidney — It was reaUy somethmg of the kmd that led to the total 
Value of stores in the E I Railway bemg 2 crores and 70 lakhs 

8ir Frederic Gauntlett — ^We will come back to that when we come to page 5. 

CJiaiiman — It is a very dangerous practice 

Kumar Ganganand Sinha — ^Has the practice been discontmued * 

Mi Rau — ^We have issued mstructions that they should not transfer 
stocks Materials should be obtamed within a reasonable tune before com- 
mencement of work and materials not reqmred should be returned 

Chairman — ^When were those mstructions issued ^ 

Mr Rau — 18th December last year 

Chavrman — ^It is a very long time after the Report. 

Mr Rau — ^We took the whole matter into consideration m connection 
■with our examination of Sir Arthur Dickmson’s Report 

741 Mr Rau — 148(e) Any particular pomts that have come to notice 
of absence of co-ordmation have been set right I understand the Director 
of Railway Audit has already been asked to brmg to notice other pomts on 
which action is requued. 
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Evidence taken at the thirteenth meeting: of the Public 
Accounts Committee held on Thursday, the 22nd August 

1929, at 11-15 a. m. 


Present 




(1) The Hon’ble Sir George Schuster 

(2) Mr T A K Shervani 

(3) Mr B Das 

(4) hir S G Mitra 

(5) Kumar Ganganand Sinha 

(6) Maulvi Ardul Matin Chaudhury ' y 

(7) Mr K C Neogy 

(8) Maiilvi Mohammad Yakub 

(9) Mr K C Roy 

(10) Lieut -Colonel H A J Gidney 

(11) Sir Prederic Gauntlett, Auditor General "I 

(12) The Hon’ble hlr E Burdon, Emancial Secretary. 

(13) Mr G Kaula, Director of Railway Audit C 

(14) Mr B Nehru Deputy Auditor General J 


hlr P R Rau, Emancial Commissioner, Railways.") 
IVIr W H Scott Controller of Railway Accounts > 
hfr J A Ton ER, Director of Einance, Railways J 


Chairman 


Members. 


Were also 
present 


Witnesses 


Mr Roy raised the pomt whether there was any statutory power given to 
the Governor General in Council by which he could appomt the Commerce 
Member as the Finance Member for a few days when the Railway budget was 
under discussion He contended that the present practice of appomting the 
Commerce Member as Finance Member was irregular and quoted from the 
Legislative Rules in support of his contention 


The Chairman, Sir Frederic Gaimtlett and Mr Rau disagreed with this 
view The Committee felt that there was a certain amount of ambigmty 
m the matter and that the rules were not quite clear on the point The 
Committee therefore, desired to have a note from the Law Member on the 
subject and, in addition, to make the recommendation that whenever the 
Governor General exercises his power of appomtmg any Member as the Finance 
Member, the order of such appointment should be laid on the Table of the 
House as suggested by the Auditor General 


742 Chair man — The first matter we have got to deal with aie the serious 
cases of inegularity on the Bengal Nagpur Railway which are contained m 
the Annexure, especially Items 1, 6, 9, 11, 12, 13 and 14 on page 82 We had 
better ask Mr Rau first if he has anything to say as regards the action taken 

Mr Rau — ^May I make a general statement ^ Last year Mr Parsons 
told the Committee that he would have all these cases carefully investigated 
and that he would consider whether it was desirable to address the Board of 
Directors of the Company on these irregularities He had no time to go into 
it himself but as soon as the Assembly session was over in Delhi, I went down 
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to Calcutta with the Director of Civil Engineering of the Railway Board and 
went into all the cases myself on the spot I got hold of the Agent and the 
Chief 'Engineer and some other departmental officers of the Railway and also 
the Government Examiner of Accoimts to present the other side of the case 
I am m a position now to give the result of that investigation The Railway 
Board have not yet taken any action m this matter because all the information 
that I wanted was not available till the beginning of this month And then, 
since the Public Accounts Committee meeting was so close at hand, I thought 
it would be as well for me to place the facts before the Committee so that they 
could hear the railways side of the case and we may have the benefit of their 
advice before the Railway Board considers what action should be taken Now 
if you will permit me I will go to the particular cases In discussion if there 
IS any,particularipoint and if I can findfout what.Aueiv the Committee would 
take of the matter, that wmuld be a great help to the Railway Board in coming 
to a decision as to wffiat action should be taken m this matter 

Chairman — It really amounts to this tliat the Railway Board is asking 
the Public Accounts Committee to perform these functions 

Mr Ran — No, Sir As a matter of fact, I could have issued orders only 
at the beginning of this month but since it w'as a matter only of a fortnight 
I thought I might as w ell place the wdiole facts befoie the Committee 

Chairman — -T think you are puttmg a rather impossible task upon us 
We ought to know what orders you have issued 

Mr Ran — In these particular cases I am going to give you the orders 
that I propose to ask my colleagues to agree to 

Chairman — That w'ould help us a great deal Will you proceed then 

Maiilni Abdul Matin Chaudhniij — Was it not understood last year that 
the cumulative effect of all these iriegulaiities was so serious that it -was 
necessary to make a reference to the Board of Directors 

Mr Rail — That was on a reading of the Appropriation Accoimts We 
had not heard the railw ay side of the case at that time 

Mr Roy — Do you consider that you would get the railway authorities 
object to the considered rules of the Auditor General So far as the Secretary 
of State is concerned and also the Government of India, I think the last word 
on the Appropriation Report must be of the Auditor General and of tins Com- 
mittee 

Sii Fiedenc Gauntlett — I am glad you have said “this Committee” 
because I always preface evciy report I write with the statement that we 
attempt to give all the facts we possibly can to you, but you must listen to 
the other side first befoie coming to a final conclusion Your final conclusion 
IS of much greater w'eight than my statement of the case I need not go mto 
details but it is very often difficult for us to have access to all the papers from 
which we can find out everything that has happened 

Mr Roy — Then you accept the position givendo you by hir Rau 

Sir Fiedenc Gauntlett — I accept the position that this Committee ought 
not to make up its mmd on any particular case brought to their notice by me 
until they have had an opportunity of hearing the other side of the case 
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j Chairman — would ask the members of tbe Committee not to intetvene 
witb special questions Let us bear Mr E,au s statement 

743 Mr ItaiL — Page 83, Para 2 Tbe Cbief Engineer bas agam given 
strict instructions to all tbe officers imdet him tbat tbe .practice, where it 
existed, of entering measurements of works in pocket books instead of ' directly 
recordmg tbem in tbe measurement books themselves should cease 

It IS understood the Assistant Engmeer was a mew officer who did not 
know all tbe rules, and tbe fact tbat be did not claim traveUmg allowan6e 'for 
tbe journey is not a conclusive proof tbat be did not actually come to tbe 
headquarters as he might have omitted to draw tbe allowance or have been 
absent from headquarters for less than 8 hours, in which case be was not 
entitled to an allowance The Railway Board propose to issue instructions 
tbat all journeys on duty should be entered in tbe travelbug allo'wance jour- 
nals, m order tbat no doubi s may arise 

The District Engineer concerned bas retued from service In tbe cir- 
cumstances tbe Railway 'Board does not feel tbat any further action can be 
taken 

Chairman — Is tbat explanation satisfactory m this case ? 

Mr Mitra — ^Wby were tbe sheets not forthcoming. ^ 

Mr. Ran — ^I understand they were lost 

Ml Mitra — ^Wben important papers were lost in the Engmeer's office, 
what action was taken against tbe person responsible for tbe loss 

Maidvi Mohammad YaLiib — ^WTio was responsible for tbe loss of papers"* 

Mr Rail — I imderstand they could not fix tbe responsibility 

Maiilvi Mohammad YaLiib -^Certainly tbe Railway Board could fix tbe 
-responsibility. 

« 

ilfr Ran — This is a very small matter 

Manlvi Mohammad Yaliib — Small matter ' Tbe loss of records in an 
office IS a small matter ' 

Mi Ran — Tbe loss of papers is a matter of common occurrence I 
know papers are lost even in my own office 

ilfr Mitra — Is it your contention tbat if papers are lost nobody is res- 
ponsible * 

3Ii Ran — Not that nobody is responsible Tbe Agent, 1 believe bad 
an enquiry into the matter but could not fix tbe responsibibty on any particular 
person 

Mr. Boy — Are you quite satisfied with tbat explanation * 

Ml Ban — I am not qmte satisfied with tbat explanation But I do not 
tbmk this IS a matter in which tbe Railway Board should proceed further 

Maulm Mohammad YahA — Tbe Committee should record its opinion that 
this is a very serious matter 
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Colo)iel Gxdney — Has it been elicited that tbe District Engineer was at 
fault ? 

Ml Rau — That is what I understood from a result of my investigations 
My opinion ivas that the District Engineer was the man primarily responsible in 
the matter and seeing that he had left service nothing could be done at all 

Ml Mitia — ^Don’t you feel that these sheets alone which aie alleged to 
be lost, can show whether there was anything irregular ? Don’t you feel that 
these sheets were lost with a purpose ? Some desigmng man must have done 
away with these sheets 

Ml Rau — It IS unfortunate they u ere lost 

Maiilvi Mohammad Yahub — ^Are you sure they were lost or they were 
designedly withheld ^ 

Idf lidU — I have no reason to believe that the latter was the case 

Chairman — I think there is one general statement which seems to me 
too dangerous to accept, that is, in a case of this land, it is not possible to place 
responsibility on any particular person I say that the serious thing seems 
to be that the conclusion is accepted that it is not possible to fix responsibility 
for the loss of papers in an ofiice It must always be possible to place res- 
ponsibility There always is the head, whatever the unit in the office is, 
who IS responsible for what goes on m that unit He is responsible for any- 
thing that goes wrong It may be that if you can fix responsibility very 
clearly on a subordinate, you can say the subordinate is the man who 
ought to be punished and the head is not guilty of any negligence 
and he may bo excused If the head is not in any Avay responsible for the 
action of the subordinate, then he need not be found fault with but the 
subordmate could be punished But if you cannot find the subordinate 
to bear the responsibility, then the head of whatever particular unit you are 
dealing •with retains his responsibility and there is nothing to relieve him 
of it 

Mr Rau — I am quite prepared to ask the Agent to try and fix the res- 
ponsibility upon the particular person in whose custody these sheets were 
and to take disciplinary action against him 

Chan man — If the Agent cannot find the person, then the head of that 
unit or organisation IS responsible for the inefficient way in which this umt 
IS bemg earned on 

Maulvi Mohammad Yahub — ^And he must be held responsible 

8ir Fredenc Gauntlctt — Were these sheets lost durmg the period of the 
tenure of the District Engineer who has retired ? 

Mr Rau — I am sorry I do not know. 

Kumar Ganganand Swha — AVill you kindly make enquiries ? 

Mr Rau — Yes 

Sir Fredenc Gaimtlett — The district engineer is the officer who is morally 
responsible 
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Kumar Ganagnand Sznha — You said you gave some instructions smce ^ 

Ml Rau — I gave verbal instructions I am going to issue ■written 
orders 

Kumar Ganganand Sinha — ^When "were the verbal instructions given ^ 

Mr Rati — In Apnl 

Mr Shervam — The papers ■were at one tune in the hands of the Assist- 
ant Engineer because he prepared the measurement sheets 

Mr Rau — Quite so 

Mr Shervam — Now it is pomted out that they were in the District 
Engineer’s office where they were lost 

Chairman — I think I must apply a closure to the discussion of this parti- 
cular incident I suggest that the conclusion of the Public Accounts Com- 
mittee may be recorded thus we cannot accept the statement that where 
anythmg goes -wrong in an office, it is impossible to place responsibihty 
Therefore we ask that further enquiry should be made 

Maulvi Mohampmd YaLuh — ^Was the Assistant Engmeer a new man I 

Ml Rau — ^Yes, 

Maulvi Mohammad Yahuh — ^That is not the man who has retired t 

Ml Rau — ^No, it IS the District Engineer 

Maulvi Mohammad Yalub — What action did you take against this ne-w 
man ? 

Ml Rau — ^The Agent assured me that his later record was very good and 
therefore I did not feel incumbent on me to ask the Agent to make further en- 
quiry 

Maulvi Mohammad Yalub — Yery often higher officers are condoned and 
mferior servants are pumshed If the later record of the officer is good, does 
it not warrant even a warning or a censure agamst him for his negligence ^ 

Ml Rau — ^It is a very difficult ma-tter to punish a man for a thing that 
happened six years ago, especially when he was particularly new -to the work 
and did not Imow what the rules were Ha-vmg in -view the fact that his 
la-ter record was good, I would feel it very difficult to suggest the punish- 
ment of such a man 

Mr Mitra — ^Why has it taken six years ^ 

Mr Rau — It was brought to our notice only last year 

Maulvi Mohammad Yalub — Do you mean to suggest that if a murderer 
cannot be arrested for 12 or 20 years and if he is arrested after that period, 
he ought to go unpunished because of the lapse of time 

Mr Rau — There is some difierence between an irregularity of this kind 
and a murder 

Maulvi Mohammad Yalub — ^There is difference, but there will also be 
difference in the punishment meted out Will not this Committee consider it 



'proper that something should be done to this man so ihat he may not 
■comit the same fault again ^ 

Ghmrman — ^Let us consider what action could have been taken against 
Tnm A censure or a warning might have been conveyed to him that any second 
•occurrence of an incident of that kind would involve his dismissal or some other 
definite action In the circumstances, the punishment could not have been 
more than that I think it is rather difficult to take that kmd of action six years 
Tater on He can only be told now that comments have been made on the case 
Iby the Public Acconnts Committee and "that he is warned 

Maulvi Mohammad Yakub — ^At any rate the censure of this Committee 
•may 'be commumcated to the officer concerned 

Mr Rau — The chief object of a censure is to see that he does not comm i t 
ithose offences again 

Vhmiman — Tt is a mark on his record which will prejudice him in future 

Maulvi Mohammad Yalub — ^Do you keep service books ^ 

Mr Rau — No, not for officers We keep personal files for officers 

Maulvi Mohammad Yakub — ^Why can’t you make an entry in his personal 
file regardmg this mcident 

Mr Rau — I do not think it is right to make any entry in the personal file 
of an officer for an offence committed six years ago I think the fault should 
be considered as condoned 

'Ghaii man — ^In'that case, the fact that a note has been made in his personal 
file would not prejudice him It is no argument agamst him 

Sir Frederic Gauntlett — J. might explain. Sir, that in the case of the 'Indian 
Audit and Accounts Service, if a specific fault is found out,’it'is entered m’the 
Tecord and when good work is done, that is also entered m the record But 
*the mere fact that a fault is found out twcnr three, years later, does not obviate 
'the necessity for making an entry I consider as an administrator that confi- 
dential reports should be the current record of the man’s work, good or bad 

Mr Rau — ^May I ask you. Sir Prederic if you discover an officer’s misdeed 
SIX years later and if his conduct throughout those six years has been very 
good, would you still enter in his personal file the offence committed by 'him, 
if it were a slight offence 

Sir Fiedenc Gauntlett — I should certainly accept the prmciple that a'man 
is to be told whether his work is good or bad If there has -been any success 
m the administration of the service of which I am the head, it is very largely 
due to the fact that ! have been absolutely rigid on this point as you, Mr Rau, 
know very well 

Chairman — If they thmk that that was a defimte fault m spite of his mexpe- 
xience at the tune, a record of that fact should be made m his record of service 

Ml Roy — Can you enforce it on B N Railway ^ 

Mr Rau — Icanonly tell the Agent that that is the opimon of the Railway 
•Roaid. 



208 


Kwnai Ganganand Sinlia — When did' the officer retire 

Mr Eati — I am afraid, I do not know Tt must be before it was brought 
to notice 

Colonel Gidney — If a similar or a lesser offence is committed by a sub- 
ordinate he IS instantly handed over to the police and even sent to ]ail 

Chairman — That does not arise m this particular case I think we may be 
satisfied to leave it at the point which I gather has been agreed upon, namely 
that some entry should be made of this mcident in the officer's records and 
the fact that this occurred six years ago does not obviate the necessity of takmg 
that action His good conduct smce then would of course detract from the 
effect of that entry naturally 

Mr Miira — In fact m some other services any entry for bad work is 
condoned after a successive period of good work for three years An entry could 
be made for the time being and that might be condoned for subsequent good 
vork 

Mauhi Mohammad Yalcuh — If he does any bad work after this, there will 
be a second entry If you do not make any entry mow and if he does bad work 
afterwards, then that wnll be only the first entry. 

Chairman — ■! think we may now pass on to the next item 

Colonel Gidney — am not prepared to subscnbe my name to that because 
if the Assistant Engmeer acted under the order of the District Engineer, I do 
ngt think how the former could be blamed for that If he had not acted up 
to the instructions of the executive head, he might be punished for disobedience^ 

Mr Miira — I think a subordmate cannot do an illegal ' act even though* 
ordered by Ins superior officer 

) 

Colonel Gidney — If a superior gives an order to his-subordmate, the latten 
must obey it 

Ml Mitra — Surely not if it involves an illegal act 

CJmi man — As far as I can gather from the witness, the Bailw'ay Board 
did consider that some responsibility attached to the Engmeer 

Mr, Ran — If what the District Engmeer asked the Assistant to do w'as 
not a proper thmg, then the latter w'ould be held responsible under the rulfes 

Sv) Fiedenc Gaunildt — It, is a very dangerous tlimg to subscribe ‘to the 
view that once m senior officer retires, the junior officers can always say, that 
they acted imder instructions from the senior. There is no written proof in 
support of that statement at all 

744 Ml Rau — Page 84, paragraph 3 The Chief Engmeer explams that' 
sometimes it* is necessary in cases of dispute between the contractor and the 
Assistant Engineer, to arrive at the amount of work done on the basis of labour” 
actually employed and not on the basis of measurements It is admittedi ' 
however, that it "was wrong of the Diyasional Engineer to have -made out’ ficti- 
tious dftily reports mstead of merely referrmg to the basis on w'hich he' hadt 
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allowed payment The District Engineer has retired from service and the 
amount mvolved is, I understand, only Es 64 

The Eailway Board asked the Agent in June 1928 to impress upon his 
subordinate officers that misrepresentation of facts in the accounts is a most 
serious offence and will be taken serious notice of A circular was issued by 
the Cluef Engmeer m August 1928 to this efiect It is understood that the 
District Engineer was an officer with an otherwise good record 

Chairman — I thinlc in this case also nothing further could be done as re- 
gards the officer I am afraid that, as explained m the Auditor General’s 
letter, there are several items like this and imless we call for a special sub-com- 
mittee to deal with these specific items, we may not be able to get through the 
whole work in the time allotted for this Grant 

(To a request from some of the Members to allot next week for a discussion, 
of the railway items, the Chairman regretted that owing to the meetmg of the 
Standmg Fmance Committee, he would not be available to preside over the 
meetmg of the Public Accounts Comnuttee, if held next week After some 
discussion, it was agreed to appoint a sub -committee to go into these specific 
items The names of the members of the sub-committee were left to be 
settled later on ) 

745 Mr Ran — ^Pages 87-88, paragraph 6 The view of the Adminis- 
tration is that the additional pa}Tnents to the contractor were justified m the 
circumstances The position was that when the work had been 24 months 
in progress and labour had been unported for the same, as local labour was not 
available the Government of Bihar and Orissa for political reasons asked the 
Eailway to stop the work until formal acqmsition proceedmgs were completed 
Owing to these difficulties considerable losses were mcurred by the contractor 
by circumstances beyond his control As a result of a special enquiry held 
by the Superintendent of Constniction certam specific claims were admitted 
and it was considered that part of the claim was justified and it was desirable 
to pay the contractor immediately somethmg on account m order to provide 
funds for him to carry on the construction The contractor’s claim was ongm- 
ally for 3 lakhs but it was reduced by the Superintendent of Construction 
to what he considered reasonable in the circumstances 

The mistake was that mstead of malnng the payment m a straight-for- 
ward manner the Superintendent of Construction entered fictitious measure- 
ments in the measurement book to support the payment his excuse is that no 
auditable details were obtainable to prepare bills in the ordmary wa}’’ and he 
was afraid that a clear statement of each item of losses that w'ere refunded 
might have mvolved the Eailway in a large number of imjustifiable claims 
from other contractors The second bill was origmally entered as compensa- 
tion for coohes unemployed in consequence of the orders to stop work, but it 
was objected to by the Chief Engmeer and changed by the District Engmeer 
under the orders of Supermtendent of Construction to the form ‘ Coolies em- 
ployed on earthwork ’ 

The uregulariiy was chiefly in the method of payment and probably no 
actual loss was mvolved in the sense that the Eailway did not actually pay 
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more than they "would have had to pay if the matter had been brought to 
arbitration but there is no doubt that there was deliberate misrepresentation of 
facts for which high officers of the Railway were responsible and but for the 
fact that both the Deputy Chief Engineer and the District Engineer concern- 
ed have left the service the Railway Board would have insisted on proper dis- 
ciplmary action bemg taken agamst these responsible officers who ought "to 
have known better The Agent is fully alive to the seriousness of the 
irregularity 

I should add that the Railway Administration have particularly desired 
that two points in the Accountant Ceneral’s report which they consider ambi- 
guous should be made quite clear In the first place the entry in the measure- 
ment book was not made by the Deputy Chief Engineer of the open line but by 
the Superintendent of Construction who held the rank of Deputy Chief Engi- 
neer They consider that the statement as it stands might convey the impres- 
sion that the entry was made by an officer unconnected with and not respon- 
sible for the supervision of the work whereas actually the head of the construc- 
tion branch had held a three days’ enquiry on the spot to consider the claim of 
3 lakhs and the practical cessation of work for want of funds and exhaustion of 
credit In the second place the demi-official communication referred to was 
ent by the District Engineer demi-officially to the Chief Engineer as autho- 
‘"liy for his payment and was not removed by the Deputy Chief Engmeer per- 
sonally "With any ulterior motive as is apparently sugges"ted 

I have impressed on the Railway Administration the desirability of de- 
scribing the reasons for any payment as accurately as possible and told them 
that if the grounds for the pa 3 mient were reasonable and if Audit objected on 
technical grounds to the payment they should report the matter to the Railway 
Board for special sanction 

746 Mr Das — It really comes to this, that the railway administration 
even after its reorgamsation was not exercismg proper control from 1923 to 
1925 So many scandals are coming to light which only confirms the belief 
that the Railway Board is very slack m its supervision 

Mr Neogy — ^I have given notice of a general question regarding the' 
amount of control which the Railway Board exercises over the company ma- 
naged railways I thinlc this point which Mr Das refers to can be dealt with 
at that time 

Mr Ran — ^I can give an answer to Mr Das if you like, Sir The Railway 
Board depend for their control upon company-managed lines on the Govern- 
ment Examiner and the Government Inspector, on the latter, for the safety of 
the line generally Ror financial control they depend upon the Government 
Examiner who has to brmg to the notice of the Railway Board whatever irregu- 
larities and defects he finds in the course of his audit Unless these defects 
are brought to the notice' of the Railway Boaid, I do not know how they can 
take any action 

Sir Frederic Ganntlett — ^We are gettmg very near the mam point m the 
whole of our discussion The Government Examiner had a comparatively 
large office up to about 1912-13 It was then suggested by the Accountant- 
General, Railways, at the time that all that was necessaiy was for the Govern. 
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ment Examiner to be in a position to check merely ^^lose points in winch ther^ 
wflTa difference of interest between the company and the Government' The 
Werlying assumption was that the company must theoretically administer 
iClrnTbettei than the State itseK and therefore all detailed admimstratioa 
could be left to the company itself except where their interests were opposed to 
those of Government That theory was accepted at the time and the staff of 
the Government Examiner was very materially reduced to the mmunmn that 
was necessary which was to watch those cases m which the interests differed, 
About 1923, Mr Phillipe who was Accountant General, Railways, and who had 
very considerable experience came up to me and said that the work on the 
company-managed railu ays was getting much w orse than the work on the 
State lines and that it was necessary to apply a stronger check than it was 
possible to apply with the staff then existing I put this view to the Puhhc 
Accounts Committee who were also impressed with the different cases that 
came up from the company-managed lines and also still more with the lack of 
cases that did not come up from company lines and they recommended .hat 
the Government Exammer s offices in Calcutta and Bombay should be allowed 
to continue to wmrk on one railway only wffiereas previously they had done the 
work on two, so that the staff of the Government Examiner in Calcutta which 
previously had scrutinised the work of both East Indian Railway and Bengal 
Nagpur Railway concentrated on the Bengal Nagpur Railway only This is 
the first year’s result 

Chaitman — ^Do you now' think that the staff is, adequate ^ 


,Sir Fredei ic Gawitktt — No. Sir. I have been pressing for theuntrodnctiou' 
on the company lines, exactly the same scale of audit as I considered it neces- 
sary to apply to the State lines The scale of audit whichd haveueconimendedl 

for the State lines is based on the recommendations of Sir Arthur Dickmson, 
himself In fact, Sir Arthur Dickinson studied the system which has been 
introduced by me in East Indian Railw'ay under hir M K Mitra who devoted a 
very great deal of work to it and Sir Arthur Dickmson practically endorsed! 
the system wffiich has been introduced there wuth certain minor ^a^latlons,. 
I have studied Sir Arthur Dickinson’s recommendations m great detail and 
I have slightly reduced the scale of audit which lie recommended 'and I have 
now devised' a scheme' of audit wffiich I consider to he the mimmum necessary* 
at the present stage of development- of accounts work andT say that it is ]ust' 
as necessary to apply that system and that scale of audit to companydines’as^ 
it IS to State hues That is the principle on which I have based my recom- 
mendations to the Government of India which are now' w'lth the Emance De- 
partment 


Gimrman — ^Has that recommendation been considered by the Railway 
Board 

Sir Frederic Gaunileil — It has come back from the Railway Board to the 
Finance Department and is now' with them 

Mr Burdon — I have been examimng the case myself. 

Chan man — Have you had time to formulate any views ^ 

Mf Burdon. — No, Sir. It is a very heavy case and I have not had^ 
time. 
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Chairman — What is actually involved * Is it very heavy ? 

Sir Frederic Gauntlett — ^It involves roughly — do not remember the 
figures— j)robably about a 50 per cent increase of the present stafi and also the 
introduction of a Senior Officer at Madras 

Chairman — ^In terms of money, what does it involve ^ 

Ml Bui don — 5 or 6 lakhs a year 

Sii Frederic Gauntlett — ’What I contemplate is audit circles, one at 
Calcutta which vill deal with the Bengal Nagpur and the East Indian Railways, 
another at Calcutta which will deal with the Eastern Bengal, the Assam Bengal 
and the Burma Eailvays, another at Lahore which will deal with the North 
Western Eailv ay, Bengal and North Western Raih\ ay and the Rohilkund and 
Kimiaon Railv ay one atBomba}'^ which v ill deal with the Bombay, Baroda and. 
Central India and Great Indian Peninsula Raih\ays and another down at 
Madras vhich will deal vith the Madras and Southern Mahiatta and the Soutli 
Indian Railways and also the branch of the Clearing House vhich it is contem- 
plated to erect and the total additional cost of all these will be 5 to 6 lakh? 

Chairman — ^You made a lemark which vas interesting You said that 
this IS the minimum standard which you consider proper in the present stage 
of development of the system of accounting on the Railways 

Sii Frederic Gauntlett — My system of audit is based entirely upon the 
accuracy of the w’ork which I check The moment that I find that they get 
more accurate I contemplate a reduction of audit We are actually engaged 
in that at the present moment in the United Provinces 

Chairman — Supposing your recommendation is accepted You think 
that it is quite possible that in 5 years’ time you might be able to say that 
the standard of accounting work has improved so that there may be some 
reduction in the audit t 

Sir Frederic Gauntlett — Emphatically, Sir 

Chairman — That would make it much easier for this Committee to make 
a recommendation It is easier to recommend something W'hich 'we think is 
essential for the next few years than to make a recommendation wluch 
must be a permanent one 

Sir Fredei ic Gauntlett — I might explain that Mr Barr who has had more 
experience of separation of Audit than any of my officers has changed his 
actual system of audit as applied to the Military and the Army Department, 
2 or 3 times alrea dy It is constantly in a state of flux W e do keep tl> at mtently 
m oui minds Where we find the accounts are badly kept we check more , 
where ive find it is impioving and getting moderately accurate, we reduce 
our check to the mmimum 

Chairman — ^Is it your view that it would be domg all that is leasonably 
possible to prevent all these instances where tlungs have gone wrong if your 
recommendations for the increased stafi which you just described to us were 
accepted ^ As far as the practical recommendation is concerned, are all the 
cases that we are gomg to consider gomg to lead out to that one practical 
recommendation ? 

H620PBFinD 
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Stf Frederic Gauntlett — ^Yes, Sir, miglit I explain it in tins way ? I 
fancy we shall find that all these cases came to notice on a series of local m- 
vestigations of the various district ofi&ces by the Government Examiner of 
Accounts Up to that time it had hardly any opportunity of gettmg*out of its 
office 

Chairman — In fact, they were brought to notice too late because the staff 
was not adequate ? 

Sii Fiedenc Gauntlett — ^Exactly This is the first time that we have been 
able to enlarge the field of audit to get into this at all We have not been m 
■fchis field of audit before 

Chan man —I would like to ask you whether you agree with that, Mr Hau. 

Mr Ran — ^As Sii Frederic has pomted out, it was on account of the m- 
crease of the Government Examiner’s staff that all these defects were discovered 
To enable the Committee to view this m its proper perspective I ought to men- 
tion that the irregularities discovered do not relate to a single year They 
relate, some to 1922-23 and some to 1920 It is really the cumulative effect 
of the defects of a number of yeais that has been brought mto one report I 
-do not blame the Accountant General for that He has helped us consider- 
<ably in this matter But the fact that the previous staff was madequate did 
xesult m many of these ii regularities not being brought to our notice m time 
for us to take any effective action A reasonable increase in staff, which I 
would myself consider ought to be on a temporary basis for a few years, ]ust as 
the Auditor General suggests would be qmte a reasonable recommendation for 
this Committee to make 

Ghaiiman — ^You say first of all that this looks worse than it ought to be 
because we have got telescoped together the bad cases of a number of years, 
J think that is a reasonable statement 

Mr Ilauh — ^Ma}'- I question that '2 Tins is not a complete picture of 
the actual state of affairs 

Ml Neogy — It give us a fan sample 

3Ii liaula —All this work should have been done by the Company’s 
Auditor who was in existence all the time with a full staff 

747 Ml Neogy — May I enquire whether it is not a fact that there are 
definite rules imdei w'hich Company’s Auditors work which prec ude them 
from bringmg to notice these defects, even if discovered, to anybody but their 
Home Board ^ If there are could you get those rules amended so that, as 
you are thinkmg of providmg an additional staff, you could get reports from 
the Company’s Auditors themselves to help you m carrymg on the work « 

Mr Rail — The Company’s Auditors are defimtely subordmate to the 
Home Board and at present I myself have a case m which the Railway Board 
are considermg whether we could not arrange that if the Company’s Auditor 
does not agree with the Agent, the matter should be brought to the notice of 
the Railway Board 

Ml Neogy — Just as you have m the State-managed Railways * 

Mr Rau — ^Yes 
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Cliavman — am tiying to get at the pomts which we might refer to the 
Sub-Committee The first is an increase in the Exammer’s stafi Mr 
Neogy has raised another pomt that it may also be necessary to alter the pro- 
cedure or the requirements undei which the Company’s Auditors work 1 
should hke to know what you have to say about that. Sir Frederic 

Ncogy — ^Before the Auditor General rephes, might I refer him to the 
statement of hir PhiUipe before the Pubhc Accounts Committee in 1925, page 
183 * He said that there are mstructions from the Boards of Company- 
worked Hallways to their Chief Auditors that they are not to repoit in Appro- 
priation Accounts or Audit reports to Government anythmg which reflects 
on the work of their own officers 

Sit Fredenc Gauntlett — That has not been challenged so far 

Mr Neogy — I do not thinlc so 

Sir Fiedenc Gauntlett — I thmlc possibly j\Ii Phillipe made that statement 
rather too general That these orders are in operation on many of the Railways 
has never been challenged and it was because we could get nothmg from the Com- 
pany’s Auditors that induced Mr Phillipe to urge that Government Exammers 
must be increased and we never dreamt what we shall discover when we in- 
cieased the Government Examiners 

Mr Roy — ^Mr Ran said that they are considering in the Railway Board 
that in cases of gross irregularities, the Auditor of the Company’s line should 
report to the Railway Board 

Mr Rau — are considering whether we can enforce any sort of direct 
responsibility of the Chief Auditor to the Railway Board 

Mr Roy — ^Have you considered the position of the Auditor He is 
subordinate to the Agent Do you consider your suggestion feasible ^ 

Mr Rail — I am not quite sure about that 

Roy — The Auditor is dependent on the Agent for his promotion 
There have been cases m the past where Auditors have been made Agents 
For instance, Mr Douglas of the Bast Indian Railway and Sir Slarshall In 
view of the position which the Auditor occupies in relation to the Agent, 
he cannot do it The Railway Boaid is trying to do quite an impossible thing 

Ml Rau — We are considering whether we can do it in consultation with 
the Home Boards 

Ohairman — We could not get a final answer on thismattei. We know 
that it IS under^ consideration, and you. Sir Boy, take a pessimistic view of 
anything cormng out of it We have now got two points for enquiry The 
first IS the question of the Government’s own examining stafi The second 
IS the question whether we can improve the position in any way by altermg 
the status of the Company’s Auditors I think you would agree. Sir Frederic, 
with this line of enquiry now 

Sii Fredenc Gauntlett — ^Undoimtedly, Sir, the reason why we have steadily 
urged the former is because I fancy that the latter is impracticable 
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Chairman —As long as tlie Company’s Auditors are subordinate to the 
Agent I do not quite see how you can help that at all 

Sii Fredenc Gauntlett — I agree with Mr Boy 

Ml Roy — What is your own impression Mr Scott as to the position of 
the Auditor * 

Ml Scott — Curiously enough, I have never been a Government Exammer 
So, I could not make any statement such as that which Mr Phillipe made 

Sir Fiedenc Gauntlett — You do not contradict it ^ 

Mr Scott — I do not contradict it What is evident is that the outcrop 
of all these irregularities is definitely due to the diminution of the Audit stafi 

Chairman — It is primarily due to inefficiency of the Bailway stafi ^ 

Mr Scott — ^When the Audit stafi was laiger the afiairs were much better 
When it was diminished, this outcrop was the result 

Chairman — Human nature on the Eailways wants to know that it is going 
to be called to account frequently 

Sir Fiedenc Gauntlett — I am perfectly certain that an increase of the 
Government Examiner’s stafi will materially enhance the efficiency of the 
work in Company’s lines 

Mr Das — Certainly The Committee entirely agree with it 

748 Chairman — Are there any other outstandmg points for enquiry, Sir 
Frederic t 

Sir Fredenc Gauntlett — There is the point raised by Colonel Gidney as to 
the difierentiation between the disciplinary action against the Gazetted^officers 
and against subordinates 

Colonel Gidney — I am preparing a note on that 

Chairman — There is nothing more that the Auditor General wants to say * 

Sir Fiedenc Gauntlett — I think those are the three mam points There 
is Mr Neogy’s point about the general control over companies 

Mr Neogy — If it would suit the Committee, I propose to raise that pomt 
after we have dealt with all the B N Bailway cases 

Chan man — I ]ust want to round off this general discussion Commg 
back to the idea of a Sub -Committee of this Committee to make a more detailed 
examination of all these bad cases, I think what we should want from the 
Sub-Committee would be to tell us what practical recommendations arise out 
of these cases We should tell them to direct their particular attention to the 
question of the sufficiency of the Government examining stafi, the status 
of the Company’s Auditors, the differentiation between officers and the 
subordmate staff as regards disciplinary action, and then the general 
question of the Bailway Board’s control over Company-managed lines 

Sir Fredenc Gauntlett — I feel that the latter is so important that it must 
be taken with the Committee 
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Chairman — ^All these questions must be taken We are going to appomt 
a Sub-Committee to examine certam cases and it is as well that they should 
keep m mmd the practical recommendations which we want from them 

Mr Das — I may point out that a previous Committee has said that the 
stafi of the Government Exammer of Accounts should be increased 

Mr Neogy — ^We want to reinfoice that recommendation 

Sir Drederic Gauntlelt — ^The file is now with Mr Burdon The more 
he hears about it the better (Laughter ) 

Mr Das — ^We ought to bring Sir Burdon to the Sub-Committee 

Mr Neogy — It is worth while this Committee malang that recom- 
mendation once again 

749 Colonel Chdney — ^You said 3 ust now that you might take 1923 as 
the year from winch company accounts have been audited I find that there 
have been very very serious irregularities in State Railways The East Indian 
Railway Stores Department is m a chaotic condition The North Western 
Railway, which has always been a State Railway, is absolutely hopeless On 
what grounds do you say that you will have an improvement in the Company- 
managed railways by the introduction of this system when you find the State 
Railways offending in the most terrible way I want to be clear whether 
there is gomg to be greater efficiency with the expenditure of this 5 lakhs 

Sir Frederic Gauntlelt — I would only suggest, Colonel Gidney, first of 
all that the state of the Railways would have been very much worse if there 
had been no audit and secondly that I really think that we shall get a greater 
ultimate efficiency from the separation whether the accounts are under the 
company or under the State, and an independent outside audit is exercised by 
employing a separate staff than under the consohdated Audit and Account 
staff I do sincerely feel that I agree with what you have said with regard 
to the state of the East Indian Railway At the same time I believe that Mr 
Ran and Mr Scott will say that a good deal has been done on the East Indian 
Railway during the last two years They will also agree that there is even 
more to be done than what has been done 

Maulvi Mohammad YaLub — ^Is it not also due to a certain extent to 
the fact that the Railway Board does not exercise proper control over the 
Railway Admimstrations The Railway Board say that they are heie only 
to guide the policy and not to interfere with the work of the Railway Admi- 
nistrations and they have made the Agents the sole monarchs of their lines 

Sir Frederic Gauntlelt — 1 must ask you to put that question to Sir Austen 
Hadow when he comes 

Chairman — ^I think we had better now continue consideration of item 

6 

% 

760 Mr Neogy — Is it usual for the Railways to start work on lands which 
had not been acquired '> 

Mr Rau — Sometimes before formal acquisition proceedings take place* 
Land acquisition proceedings take a very long time and I understand that it 



262 


IS tlie practice in certain Eailways to start work when they can get the land 
with the consent of the owners and the local cml authorities but before the 
acquisition proceedings are concluded 

Mr Shervani — ^Do they do it under a contract ? 

Mr Rau — ^By acquiescence of the owner and the civil authorities before 
the final acquisition proceedings are quite complete 

Mr Neogy — ^Was that the position in this case, that the owners had 
agreed and it was only the Local Government that came in the way ^ 

Mr Rau — The Local Government finally came in the way, I am told, for 
some political reasons 

Mr Roy — ^Is it not a fact that before you acquire any land you issue 
a notification m the Local Gazette ^ 

Mr Rau — The notification must have been issued It is issued straight- 
away 

ilfj Neogy — Is it not a fact that these notifications comprise more lands 
than are actually needed ^ 

Si'i Fiederic Gauntlett — That does not arise out of this case, Mr Neogy 

Kuma'i Ganganand StnJia — ^What appeals to me in all these cases is that 
we find that the District Engineer or the culprit retires soon after 

Cliaiiman — Y'Je have heard the explanation that owing to the inadequate 
examining stafi, these cases were not brought to light in time to deal with 
the ofiicer 

Mi Mitia — Do the Railway Board agiee with the opinion of the Accoim- 
tant General that the demi-official commumcation was removed from the 
District file by the Deputy Chief Engineer personally ? 

Mi Rail — I thought I had explained that That is one of the points that 
the Railway Administration wanted me to mention They said that the com- 
munication was senr by the District Engineer demi-officially to the Chief 
Engineer as authority for his payment and was not removed by the Deputy 
Chief Engineer personally with any ulterior motive 

Mr Mitia — The demi-official was found ^ 

Mi Rau — Yes 

31r Mitia — ^Has the Deputy Chief Engmeer retired * 

Mi Rau — ^Both the Superintendent of Construction and the District 
Engineer concerned have left the service 

Maulvi Mohammad Yalub — ^But the Chief Engmeer has not retired * 

Mi Rau — The Chief Engineer was not responsible for the over-payment 

Sir Fiedenc Gauntlett — He simply ordered the amount to be recovered 
That IS not an irregularily 

Mr Sheivam — Could you fix the responsibility on any person for the 
alteration of the book ^ 
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Mr iJaM— The Superintendent of Construction altered the book. He 
■was responsible for it 

Mr Mrtra — In the second paragraph it is said “ records but 

which were not available at the inspection ” Have you made any enquiry 
about that ? 

Ml Rau —No The Agent has been told that any documents that the 
Inspectmg Oflacer asks for should be made available 

Mr Mrtra — It is said here, “On re-exammmg records it was found 
that an item had been twice paid for ” How could they put m this remark ^ 
From that, I infer that some papers were not available for inspection 

Mr Rau — ^May I draw your attention to the last sentence “ The Company 
has been asked to make all records available for further investigation by the 
Government Exammer” The Government Examiner did not tell me that 
any records were refused to him 

Mill a — -You read this second paragraph It is clear that some 
papers were not available, because it is stated that on re-exammation it was 
found that an I'tem had been twice paid for 

Mr Rau — It was for that reason I take it that the company was asked 
to make all records available for exammation and the Government Examiner 
did not compalm that the records had been withheld from him 

Chairman — YTiat do you say about the Accountant General’s remarks * 

Sir Freda ic Gauntleit — The inference to be drawn from the two statements 
IS that all the further documents were supplied to the Government Exammer 
and he found nothing m these documents worthy of further comment 

Chairman — Theie were still some documents which had been m existence 
at some time which were not available to the Exammer 

Sir Fiedaic Gaunthtt — YTien he first went to mspect them, the Agent 
was told that aU the documents were to be made available He has seen 
■fhese documents and he has no further comments to ofi;er It is true that the 
documents were not made available to him at fiist 

Ml Rau — It IS possible that at the time of the inspection these documents 
were not really there They might have been at the Chief Engineer’s Office 
I do not know it as a matter of fact, but it is quite possible 

Maulu Mohammad. Yalcuh — Are you aware that they were shown to 
him, or IS it onh’' an inference ? 

Sir Fredei ic Gauntleit — I assume that the Government Exammer has a 
certain modicum of ability He has seen these reports and he makes a definite 
sta'tement that they have been shown to him If they had not been shown 
to him I assume that he must have informed us 

Mr Mitra — Then in all fairness to the railway I thinlc these remarks 
should be withdrawn and he should say that he is satisfied 

Sir Frederic Gauntleit — I have already explained that we simply put 
before you the evidence we have and it is for the Committee to form a 
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judgment If the Committee tlimlcs that it is only fair to say that the papers 
have been produced I should be only too glad to accept that 

Chau man —1 entirely agree mth hlr Mitra’s comment on this paragraph 
There is nothmg in it to show us that the documents which were commented 
on in the earlier sentence as not having been available did become available 
as a result of that subsequent request 

Kwnai Gnnganand — There is one little point How could the 

Bihar Government interfere in your construction 

Mr Ran — Because the construction was in Bihar 

Ktimar Ganganand StnJta — Then can the provincial Governments inter- 
fere with the construction ^ 

ilf j Ran — They can tell us to go slov er in tins matter if the question 
raises serious political complications, and n e try to oblige them 

Mt Das — Did you examine the Chief Engineer of the Bengal Nagpur 
Railway 

Mr Ran — Yes, JIi Alexander was present all the time 

Mr Das — He was the man that you lent from the Railway Board ^ 

ill? Ran — I think he was formerly in State Railva'^s That was before 
I joined the Railvay Board I think he is still on foreign ser^nce 

Ml Das — So he is an experienced man ? In 1924-25 he did not exercise 
proper control over his stall ? 

Mr Ran — The Superinl endent of Construction is a responsible man him- 

Mi Das — Yes, but subject to the control of the Chief Engineer 

Mr Ran — When the Cliief Engineer sav all the facts of the case appa- 
rently nhat he did was to recover some money flora the contractor 

Mr Das — Is it not a fact that new schemes are carried out even by com- 
pany-managed railways and certain engineers from the Railway Board super- 
vise these woiks 

Mi Ran — No, w e do not exeicise aii} supervision 

Maxdii Mohaxnmad Xalnb — Does (he fact that he realised some money 
from the contractoi absolve him from all responsibility for lack of control * 

Mr Rati — I could not say from my mquiiies into this matter that the 
Chief Engineer was lacking in contiol The whole point is that so far as I 
can discover the payments wure reasonable payments to the contractor The 
chief irregularity was in the mannei of showing them in the accounts 

Mauht Mohammad I ahub — Do you not tlimk that this irregularity was 
objectionable ^ 

Mr Ran — Yes, it is a serious irregularity 

Chairman — And if he foimd it out before the Deputy Chief Engineer 
retured he would have taken serious action I think we have now got all that 
IS necessary with regard to that particular item 
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Mr SJiervani — Sir, I •want to ask Mr Ran about tbe advisabibty of 
proceeding criminally agamst one of these people at least, because paragraph 
6 IS a clear case of forgery If you ate satisfied, — as you say you are, — that it 
■was the Deputy Chief Engmeer "who altered the books, then it is a clear 
case of forgery and can we not ha've criminal proceedings against some of these 
fellows who consider themselves immune from it after retirement « 

3It Rau — I do not think a criminal prosecution would lie in this case 

Mr Shervam — ^Why ^ There has been an alteration m this book which 
can be traced to the Chief Engineer > 

Mr Rau — ^But how can it be a forgery ? 

Chairman — \ thinlc we are not competent to discuss the legal point If 
you want to raise the pomt the first step would be to refer to the Law Member 
the question whether crimmal proceedmgs could have been taken I think 
it IS an interesting point, but it is too late now^ 

Maulvi Mohammad Yahuh — Have you consulted any legal authority 
about any or all of these cases ? 

Mr Rau — ^No 

MauJvi Mohammad Yahuh — Are you still considering the propriety of 
referrmg these matters for legal advice ^ 

Mr Rau — I have not thought of that 

Chairman — Let us put to the Law Member just a simple question givmg 
him the facts and askmg Inm whether in the circumstances criminal proceed- 
ings would have been possible 

Sir Frederic Gaunilett —I thinlc that the attitude of this Committee to- 
wards disciplinary action should be devoted almost entirely to the future 
rather than to individual cases that come up before us I think it would be 
quite competent for the Committee to say that it ^^ews the circumstances of 
this case as very serious and considers that if such cases were to arise m 
futiue exemplary disciplinary action ought to be taken 

Chairman — ^For the information of the Committee when dealing "with 
future cases it would be mterestmg to know ■vi’’hether criminal proceedings 
could have been taken in a case of this kind I suggest that we could usefully 
obtain that information 

751 ilfr Rau — Rem 9, page 89 — The Railwaj^ Admimstration admits 
that there w’^as lack of judgment in the matter of tlie purchase of the bungalows 
and the price paid for them It was explained that it was only after the 
dismantlement of the roofs that the exact condition of the buildings could be 
ascertamed and it could be found that one of the bungalows was not worth ^ 
repairmg and was of a design which did not lend itself to reconstruction 

It was moreover stated that as soon as the bungalows were completely 
renovated, one of them was occupied vvhile the other was lent to the Gr I P 
Railway at their request It has since been replaced at the disposal of the 
Bengal Nagpur Railway by the GIB Railway and is now occupied by an 
ofiicial of the B N Railway 
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Chairman — What about the three special points to which our attention 
has been drawn ^ 

Mr Rau — The whole thing was that the railway administration admit 
that they made a mistake in purchasmg the bungalows at aU without gomg 
carefully into the matter 

Maulvi Mohammad, 3 akiib — Do you consider it satisfactory ? 

Ml Rau — I agree with the railway admimstiation that there was a lack 
of judgment in the matter 

Colonel Gidney — What disciplinary action was taken ? 

Mr Rau — ^No disciplinary action was taken 

Chan man — Who was the ofBcer responsible ^ 

Mr Rau — Probably the local District Engineer 

Eiimai Ganganand Sinha — The explanation that you have just read out 
only answers the second of the three pomts mentioned What about the other 
two pomts ? 

BIr Rau — If you want furthei infoimation I will lead out the letter of 
the Agent on this point — 

“ I do not agree with the Deputy Accountant General when he states 
that the procedure which was adopted resulted m the Eailway 
paymg fox the pioperty fax moxe than its actual value In the 
first place if he is basing liis remark on the estimate of 
Es 60,000 said to have been supplied by the Civil Authorities 
in 1923, I am of opimon that there must be some mistake as 
this price represents only Es 50 per cottah which m my opmion 
IS far below the market value of land of this class at Nagpur 
at the date of acqxusition The value of the land taken in the 
estimate represents Es 116 per cottah which is a fau and reason- 
able figure ” 

“ As regards point No 2, I am unable to trace how the Accoxmtant 
General arrived at the figure of Es 98,072 which he states was 
a net loss on the properdy ” 

“ As regards the second portion of this paragraph the division of the 
Es 1,75,000 in the original estimate was made some time prior 
to the property coming into the possession of the Eailway and 
it was only after the property had been handed over that it was 
possible to dismantle the roofs and thoroughly examine the 
condition of the bmldmgs ” 

“ As regards pomt No 3, 1 am unable to trace the remarks, mentioned 
by the Accountant General, that there was no particular neces- 
sity for the bungalows on the ridge The facts of the case are 
that as soon as the bungalows were completely renovated one 
of them was occupied but while arrangements were bemg made 
to occupy the other bungalow I was approached by the Agent, 
Great Indian Penmsula Eailway for the lease of the bungalow 
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to that Railway for the use of their Resident Engineer This 
I agreed to do pending the completion of negotiations for the 
sale of the Takh bungalows mentioned m paragraph 2 of the 
enclosure to this office letter No 14743, dated 2nd August 
1922 These bungalows have now been sold and the ones on 
the Ridge occupied by officials of this Railway ” 

Mr Neogy — ^Are such mstances of departure from the normal land ac- 
quisition procedure common m the railways “V^Tiat is the policy of the Rail- 
way Board m this matter 

Mi Ran — The pohcy is that ordmarily the rule should be observed 

Ml Neogy — ^And that land should as a matter of rule be acquired only 
through the cml departments 

Ml Rau — Quite so, unless of course you find in any particular case that 
it would be more economical to buy by private negotiation 

Ml Neogy — A^Tiat m your opinion should be the status of the officers 
who should decide this particular pomt — as to whether an mformal sort of 
procedure should be followed ^ 

Ml Rau — take it that if mformal procedme is adopted and a man 
negotiates privately, he should take the orders of the Chief Engmeer I 
would not allow anybody to do it except the Chief Engmeer 

Sii Fiedenc Gauntktt — I think the answer to that question is contamed 
m the first five lines of the paragraph These estimates were sanctioned by 
the Railway Board itself and I am afraid the Railway Board has to saddle 
the responsibihty 

Maulvi Mohammad YaLub — "\\Tiat steps have you taken agamst this 
man ^ 

Ml Rau — We shall probably ask the Agent to consider disciplmary 
action 

MauJvi Mohammad Yakub — ^You have not yet asked him 

Mr Rau — have not taken final action m any of these cases yet 

Mr Roi) — ^Have you got any standard rules of any land regulatmg the 
purchase and acqmsition of properties by the railways ? 

Mr Rau — There are definite land acquisition rules 

Ml Roy — Are there any 'special set of msti notions given to the Agents 
by the Railway Board ? 

Mr Rau — 1 thmk there arc rules on the point 

Ml Neogy — ^In this particular case, when they asked for your sanction,, 
why did you inform them that they could purchase this land without gomg 
through the usual procedure ^ 

Mr Rau — I could not sa} that 

Chairman — I thmli we would like to have some more information about 
this The difficulty of takmg disciphnary action m this case is increased by 
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the fact that as far as the purchase of the land was concerned it was sanctioned 
by the Eailway Board 

Kumar Ganganand Sinha — -Were you aware of the facts mentioned m 
point (tit) at page 90 ^ 

Ml Rau — ^^Ve were not aware of the facts mentioned m {u) and (^^^) 
when the case came to us 

Chairman — It seems to me that the responsibility for the departure from 
the usual procedure lies with the Railway Board and we should like to know 
m what circumstances they sanctioned it We do not know who the officer 
responsible was or whether any action was taken agamst him Nothing that 
you have told us has thrown any light on this matter 

Mr Rau — AVith legard to the circumstances in which the sanction of the 
Railway Board was given I have not got the papers with me ]ust at present, 
hut if you will kindly give me time till the afternoon I hope I will be able to 
explam I must have papers about it in the office 

Kumar Ganganand Sinha — The most serious thing is contained in point 

(ill) 

Ml Rau — I understand that the bungalows are occupied now As soon 
as the bungalows were completely renovated one of them was occupied while 
the other was made over to the GIF Railway for occupation by their officers 

Colonel Gidney — IVhen did you come to Icnow of this incident ^ 

3Ir Rau — Last yeai 

Colonel Gidney — And this happened in 1925 

Ml Rau — No, in 1922 

Sir Frederic Gaimtlett — I suggest that the responsibility rests with the 
Railway Board unless they can show that there was deliberate misrepresenta- 
tion of the facts on which sanction was obtained 

Mr Rau — would prefei to answer these questions in the afternoon 

Mr Bui don — I would ]ust like to say one word about this matter In 
recent years the Aimy Depaitment have diarni up a most elaborate and 
modern set of rules which regulate the acquisition, custody and relinquish- 
ment of State lands by the military authorities and in these rules, amongst 
other things, the point that Mr Neog)’" has taken has been very carefully 
covered, that is, the status of the officer has been described who is authorised 
to undertake land acquisition proceedings I suggest that it might be of 
advantage to the Financial Commissioner to have a look at those rules 

Mr JDas — It is not a case only of punishing the officer through whom so 
much money was lost but if a company-managed railway incurs extra expendi- 
ture by not observing the rules sanctioned by the Railway Board, then that 
sum would be debited to the share of the surplus profit of the company-managed 
railway 

Chan man — ^I think we wiU postpone consideration of that case now 
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Mr Sheivam — I stotild like to know the dates when the sanction was 
given and when the matter was referred to the cml authorities 

Mr Rau — I will give the information in the afternoon 

752 Mr Rau — Item 11 — ^page 90 — ^As was explained by Mr Parsons last 
year, the Chief Engineer who objected was the Chief Engmeer of the Burma 
Eailways which was not a member of the Group The railways who formed the 
Group thought that a long-term contract was desirable because it was difficult 
to get sleepers cheaply from Burma unless at least a three years contiact was 
given The firm of contractors had fulfilled previous contracts to the satis- 
faction of the three railways who were parties to the contract 

2 As desired by the Committee last year, I have tried to obtain further 
information from the Chief Engmeer of the Bengal Nagpur Railway who is the 
President of the Eastern Group of Sleeper Control as constituted at present 
I should make it clear that the fraud was committed long before the present 
President (Mr Alexander) joined the Bengal Nagpur Railway and before the 
formation of the present sleeper control 

3 It has been explained by the President that the contracts m question 
provided for delivery of passed sleepers, c i f Calcutta, and the Contractor 
had therefore to retain possession of the sleepers that had been passed until 
he de'^patched them to Calcutta I do not agree with this because I could see 
nothing in the contract to justify the contention that the contractor had to 
retam possession of the sleepers that had been passed imtil he despatched 
them to Calcutta This has been thought to follow from the fact that the rate 
charged by him was for delivery at Calcutta and was inclusive of the cost of 
moving the sleepers to Rangoon, transhipping them to steamers at Rangoon, 
sea freight and msurance to Calcutta, but there is no leason why the Railway 
should have handed back the passed sleepers to the contractor which might be 
taken as showing a want of o dma y prudence They should have arranged for 
the despatch chargmg the contractor the actual cost on an agreed basis But on 
the other hand there is the fact that there was no reason at the commencement 
to suspect the contractor who had fulfilled previous contracts in a satisfactory 
manner The President goes on to say that the fraud could not be attributed to 
any dame in the contract connected with shipment but entirely to the fact 
that a fradulent contractor removed passing brands from sleepers that had been 
passed and put these sleepers up again and again for inspection, and in the 
meanwhile despatched other unpassed sleepers with fraudulent brand" to make 
up the number that were actually passed, and the officers who were inspectmg 
and passmg these sleepers were officers of the Burma Railways who had thenr 
other normal duties to perform and were pas ing sleepers in their spare t me 
only They could not therefore reasonably be expected to devo'e sufficient 
time and attention to arre t a then unsuspected fraud These officers left the 
se vice of the Burma Railways some years ago and before the fraud came to 
light 

4 I j IS understood that a fraud of some kind was 'uspected when conti- 
nuous adve’’se repo ts on the quali y of the sleepers which were dehvered 
as passed were received from consignees The exact date when suspicion 
was aroused cannot be tated now but is placed about December 1921 when 
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payment of tlie contractor’s bills -was suspended Reports of bad sleepers 
were first received in. August 1921 and continued to be received up to February 
1922 Proof strong enough to lay a criminal smt was not however found till 
about the middle of 1923 though in the meantime, and since the formation 
of the sleeper control in February 1922 and the appomtment of a whole-time 
passing of&cer in Bu ma the quality of the sleepers was greatly improved be- 
cause the contractoi foimd that a careful watch was being kept on deliveries at 
both ports 

5 After careful mvestigation the Railway Board have come to the con- 
clusion hat no further action at pre:ent is likely to be of any use 

Mr Neogy — ^IVIay I Imow why is it that this case came to light m connec- 
tion with the Bengal Nagpur accounts ^ The Agents of the Sleeper Pool 
arrangement in this particular matter were the Burma Railways 

Mr Rau — They acted as agents of the Sleeper Control system and the 
President of the Sleeper Control w'^as the Chief Engineer of the Bengal Nagpur 
Railway This is not a Bengal Nagpur Railway fraud at all 

Sir Fiedenc Gauntlett — It is a fraud on the whole pool 

Mr Rau — The people primarily responsible were the Burma Railway 
people who were employed by the Sleeper Control 

Ml Neogy — ^Under the present pool system, the purchasing system need 
not be interested in the purchase at all Is that not so In this particular 
case, for mstance, although the Burma Railw^ays were acting as agents for the 
entire pool system, they were not mterested in it And therefore you cannot 
expect a particular railway which is not interested in the purchase to /Exercise 
that amount of control which is necessary in such cases ^ From that pomt 
of view IS not the whole system defective ? 

Ml Rau — The present system is quite different 

Sir Fiedeiic Gauntlett — But surely, Mr Rau, if the Railway act as agents 
they are paid for the w^ork ^ 

Mr Rail — I think the officers who did the work in their spare time must 
have been paid for it 

Chau man — Will you please tell us w’’hat exactly the present system is * 

Mr Rau — I understand there are five sleeper groups at present — ^the 
northern, the central, Terai, eastern and southern the sleepers are purchased 
by each group , there is a conference of the railways concerned and so many 
sleepers are allotted to the different railways every year by the Railway Board 
m consultation with the members of the various groups , the groups have 
contracts with various firms and Indian states and in some cases the sleepers 
are obtained from Grovernment orests , and the sleepers are tested mostly by 
the forest officers 

Ml Neogy — But wffiat difference has there been m the system in order 
to ensure greater control m these matters in future ^ 

Mr Rau — ^Eaoh group buys its own sleepers and arranges for its own 
testmg 
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Ml Neogy — What is the machinery for testmg ^ 

Mr Rau — Mostly the forest officers of the local governments , they know 
the requirements of the railways 

M) Neogy — ^But how do you safeguard against such frauds ^ 

Mr Rau — Once the sleeper is tested and passed, I beheve it goes mto 
the custody of the railway group which supervises that process on behalf of 
fhe railways 

Maulvi Abdul Matin Chaudhury — ^Axe the railways directly represented 
at that place where the sleepers are passed or do you depend merely on the 
provincial officers who are not directly responsible * 

Ml Rau — So far as the testmg goes, we depend on the forest officers J 
after that it must come into our custody 

GJiaii man — ^Mr Neogy’s pomt is this there are two things ffist of all, 
bad sleepers , and secondly, sleepers that might have been passed being subse- 
quently tampered with, as m the present case As regards the ffist, the forest 
officer passes the sleepers and at once they are taken over by the railways , 
now, who IS responsible for ensurmg that nothing but the good sleepers which 
have been passed are allowed on to the railway and sent ofE to theu destma- 
tions 2 Is it the agent for the group who takes dehvery of the sleepers and 
sees to them despatch or does the group employ the railway management 
that happens to be there on the spot ? 

Sir Fredeiic Gauntlett — ^Does the sleeper pass mto the store account and if 
so, at what pomt ? 

Chan man — do not think that will quite answer the pomt it may be 
some time before it passes into the store account of mdividual railways 

ilfj Neogy — Is delivery taken on behalf of the pool or on behalf of the 
mdividual railways po rata t 

Ml Rau — ^I could not tell you exactly what is the detailed procedure, 
but I can get you the mformation and place a memorandum before the Com- 
mittee on that pomt 

Chan man — I think we shall have to be satisfied with that at present 

Ml Roy — There are two questions one is, a standard set of rules for 
sleepers purchase and the other, public tenders 

Mr Rau — ^Yes, and the exact procedure by which sleepers are taken over 
by the railways 

Maulm Mohammad Yakub — Are you not replacmg these wooden sleepers 
by iron sleepers 

Mr Rau — ^As a matter of fact we are usmg all three, wooden, steel and 
cast mon 

Sir Fredenc Gauntlett — ^Might I raise a general pomt ^ There should be 
particular scrtitmy of the bonafides of contractors to whom such very large and 
important contracts are entrusted We have the fact here that the Agent of 
the Burma Railways warned the Pool that the man was unsatisfactory 
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Mr Rail — But I understand that the firm had fulfilled previous contracts 
to the satisfaction of the railways who were parties to the contract 

Sir Frederic Gauntlett — I would merely say to that that the man on the 
spot probably had more intimate and detailed knowledge than the railways had 
m India 

Mr Rau — ^Then he was doubly to blame for not taking more efiective 
precautions against bad sleepers passing 

Mr SJiervani — ^Is any security system in force so far as these contractors 
are concerned 

Mr Rau — The usual security is taken I thmk it is 6 per cent but I am 
not qmte sure , I do not Imow whether it was taken in this particular case 

Mr Mill a — ^That it was not taken is clear because the amount could not 
be recovered 

Chairman — 1 think we nught ask you to put in the reasons why security 
was not taken in the present case and also the present rules on the subject. 
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Evidence taken at the fourteenth meeting’ of the Public 
Accounts Committee held on Thursday, the 22nd 
August 1929, at 2-15 p. m. 


Present 

(1) The Hon’ble Sir George Schuster, Ghaxrmav, 

(2) Mr T A K Shervani, 

(3) Mr B Das, 

(4) Mr S C Mitra, 

(5) Kiunar Ganganand Sinha, 

(6) Maulvi Abdul Matin Chaudhury, 

(7) Mr K C Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) Lieutenant-Colonel H A J Gidney, 

(10) Mr K C Eoy, 

(11) Sir Frederic Gauntlett, Auditor General, 

(12) The Honourable Mr E Burdon, Financial Secretary, 

(13) Mx G Kaula, Director of Bailway Audit, 

(14) Mr B Nehru, Deputy Auditor General, 

Mr P R Rau, Financial Commissioner, Railways, 

Mr W H Scott, Controller of Railway Accounts, 

Mr J A Tower, Director of Fmance, Railways, 

753 BIr Rau — Item 12, Page 91 — I can say that n 
taken to see that new items of rolling stock are provided for as additions over 
renewals when similar stock has been condemned as unfit for renewals The 
Railway Board’s pohcy in this matter was stated by Sir Clement Hindley m 
1924-25 that renewals should take precedence over additions I might perhaps 
explain to the Committee that we were nOt so very careful about the precedence 
of renewals over additions before The question was more one of funds I 
understand, — of course I was not at the time in the Railv ay Board — that the 
Railway Board every tmie considered whether it was more expedient to charge 
a particular item of rolling stock as an addition or as a renewal It all 
depended on whether they had a larger grant for programme revenue or for 
capital They were anxious that the traffic should be carried and that the work- 
shops should be kept fully occupied That was the old arrangement, but after 
the separation when we got a depreciation fund which provides for all renewals, 
we can msist that every item of rollmg stock which has been scrapped and con- 
demned as unfit for use should be first replaced, and it is only after every such 
item IS replaced that additions should be sanctioned 

Chairman — I don’t quite see how the separation has affected the Bengal 
Nagpur Railway ^ 

Mr Rau — We have got plenty of money under the depreciation fund so 
far as Government fimds are concerned The pomt is, there are funds at our 
disposal and we can provide the money, though, so far as they are concerned, 
it goes from their revenue we have got the money for it 
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Chairm'm , — On wliat basis do you calculate tbe working expenses ^ 

Mr liau — ^Tbat bas remained tbe same as in tbe past , there bas been no 
change whatever But formerly it sometimes happened that we had to provide 
the whole money for programme revenue for all Eailways for renewals and re 
placements "WTienever revenue grant was particularly tight and we had more 
funds rmder Capital, then it was considered expedient to take it as an addition 

CJmiman — This was done. to suit the Government'* 

Mr Rau — That was the practice m the old 'days 

Mr Neogy — ^liVhich period are you referring to * 

Mr Rau — A' long time before the separation came into force, I under^ 
stand, that was the practice 

Chan man — I thought that was to the detriment of the Government undar 
the terms of the agreement * 

Mr Rau — That is so, Sir 

Chairman — Why did the Government arrange the thmg to be done to its 
own detriment * 

Mr Rau — I understand that was because they could not find the money 
from revenue 

Mr Neogy — ^This raises a very big question It will be remembered that 
the question of replacements and renewals was 'gone into by the Acworth 
Committee, and m paragraphs 70 and 71 they had to deal noth this question. 
They say that “ durmg the later war years a good deal of replacements and 
renev als which normally ought to have been provided out of the revenues were 
allowed to remam m abeyance The direct result of that was 

that, so far as the company-managed Eailways were concerned, their profits 
got inflated unnaturally and a portion of that was distributed as dividend or 
rather surplus profits as between the Government and the company blow, 
dealing with this question the Acwoith Committee observed that the Great 
War IS an explanation and not an excuse for many of the practices Later 
on they observe that the policy of undue postponement 

and not merely the exigencies of the war period ”, and this 

observation relates not merely to Company Imes'but to State Imes as well. 
What happened in the past was that in the financial exigencies of the Govern- 
ment of India, they used to defer these vQxy necessary items of expenditure for 
the purpose of enablmg the Einance Membei to appropiiate for purposes of the 
general revenues as much out of the Eailways as possible, and this was one of 
the mam defects which the scheme of separation was intended to lemovc 

Chairman — I was dealmg really with a particular case of company-owned 
line which works under a contract v/ith the Government I should like to 
know whether the shaieholders benefit by the fact that the nett profits are made 
to appear larger than what they are 

Mr Neogy — As a matter of fact, we find that the company representa- 
tives weie prevented by Government themselves from puttmg forward extra 
money mto Eeserves They had to be distributed as profits under the orders 
of the Government it seems 
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Str Frederic Gauntlett — ^Might’I explain, Sir, that this paragraph merely 
hrmgs the practice on the Bengal Nagpilr Railway' tipto date It follows on 
what has appeared m the Acworth Committee Report When the renewals or 
replacements became a matter of extreme urgency, then Government agreed 
that it should 

Mr Neogy —A special grant of 150 crores was provided for the purpose of 
overtaking these renewals and replacements That particular programme 
was subsequently modified 

Svr Frederic Gauntlett — I should like to pomt out that this is a matter of 
very great importance, because the Railway Board has quite deliberately 
thrown over the principles of correct accouiitmg in order to meet the exigen- 
cies of the ways and means position with the result that they deliberately gave 
the company more profits during those years 

Mo Rau — ^At’the same time thefe was a larger amount available for' 
Government shareholders 

Mr Mitra — ^When the time comes for the purchase of these Imes, should 
we have to pay more ^ 

Mr Rau — We don’t have to pay more 

Chairman — According to the terms of the purchase, because the property' 
has not been kept up piopeily,' should we have to pay more or rather should we 
be acquirmg an asset which would be worthless than it would have been if 
proper principles had been followed’ * 

Mr Rau — The contract comes to an end in 1950 , there are 20 years more 
to run 

Chairman — ^What are the terms of the purchase ^ 

Mr Rau‘ — The terms are as follows — 

“ If this contiact shall'be termihated (under any previous provision here, 
of) then at ‘the time when the same shall so terminate the Secre- 
tary of State shall out of the revenues of India pay to the Com- 
pany m'sterling money in London an amount equal to so much 
of the sum of £3,000,000 mentioned in the 36th section of this' 
contract as shall have been paid or satisfied by the Company in 
conformity with this contract and also (so much of the aggregate 
of such sums of money if any as shall have been paid by the 
Company into the Bank of England to the credit of the Secretary 
of State under the powers 'or provisions of the 38th section of this 
coniract as shall be represented by s^'^Tr' pny sum or 

sums which shall have been paid up or ( ■ ' ■ ' np on any 

ordinary capital of the Company issued with'the sanction of the ‘ 
Secretary of State for the purpose of providing money required 
foi capital expenditure on the undertaking other than any sum’ 
or sums paid by way of permiums on any such issue Prdvided 
nevertheless that the Company shaU not be entitled under this ' 
section to receive any money unless or until it shall in substance 
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Lave peifoimed and discLaiged its duties and obligations under 
tlie 90th section of tins contiaet ” 

Chairman — We aie definitely going to be woi«e off because this is an im- 
proper practice Has it ever been considered that this ought to be put right ^ 

Mr Ran — This has been put right 

Chan man — We have added to the capital money ivliich ought to have been 
found out of revenue ^ 

Mr Rail — This capital is found by Government so we don t ha\e to pay 
that to the company 

Chaiiman — What about the past ^ 

3Ir Ran — So far as the distributed sin plus profits go that is a dead loss 

Sir Ficderic Gaunileit — Sir, this is a matter uhich has been the sub- 
ject of discussion between the Railway Board and the Auditor General, and 
I found some reluctance on the part of the Railway Board to accept whole- 
heartedly the proposition w'hich Sir Clement Hindley put forward in 1925, and 
I would like the Railway Board to make quite clear their exact policy in this 
matter at the present moment ? 

Ml Ran — If I may say so, Sir, I do not flunk there was any reluctance 
on the part of the Railway Board There was some delay, no doubt I 
drafted a letter myself some time ago, wluch is I belie\c, W'lth the Director 
of Railway Audit, because there w^as some question about the exact procedure 
to be followed in the matter of checking these estimates 

754 Kumai Ganganand Sinha — ^Please see paragraph 4 at page 92, where 
it is stated that the Raihvay Board have undertaken an examination and 
a final decision has not yet been arrived at ? 

Ml Ran — I think the B H Railw ay has accepted the position, and at 
the time when the programmes were considered, particular care was taken 
to see that there was no outstanding stock before we sanctioned additions, 
and even after the programme was sanctioned we made it perfectly clear 
W'hen we sanctioned the programme that we sanctioned only the construction 
of that particular work As to the allocation of the cost between revenue 
and capital, the Government Examiner or the Chief Auditor has the final 
voice If he brings the matter to our notice, we will settle it 

Ml Neogy — May I put a few questions in connection w ith the principle * 
The Acworth Comrmttee brought this very unsatisfactory state of affairs 

Ohaiiman — If you are going to raise the question of prmciple as applied 
to the whole of the railway undertaking of allocations and depreciation, 
that IS a thmg which is now before the Sub-Committee of the Legislative 
Assembly It is a matter on W'hich I as Emance Member have been gomg 
very carefully with Mr Rau, and I don’t think that pomt arises out of this 
This is a question between the Government and a company-owned Railway. 

755 Mr Neogy — ^What I wanttolmow is this "What steps have the 
Raihvay Board taken smee to assure themselves that these thmgs do not 
recur m future, particularly with regard to the company-owned Imes ^ So 



277 


far as tlie war period is concerned, of course, tlie Government tliemselves 
are a party to this malpractice, if I may use that term, hut we find that even 
m the accounts for this year the position m the B N Eadway, is very very 
unsatisfactory from this particular point So what I want to know is, what 
cheek did the Eailway Board exercise to see that the whole of the undertakmg 
was kept up to the mark all these years * 

Mr Rau — This was a special thmg The matter was brought to our 
notice before this Eeport appeared by the Accountant General for Kailways 
some time m 1926 Smce then I think we have been particularly careful 
In 1927 we had a special meetmg with the Managmg Director and Agent of 
the B N Eailway, and I think we have come to an understanding with them. 

Mr Neogy — ^Did the Eailway Board ever depute an ofiicer of its own 
to find out the real state of afiairs ^ 

Mr Rau — ^We have an officer on the spot, the Government Exanuner 
of Accounts 

Ml Neogy — ^What about the technical aspect of the exammation, who 
IS to see whether the stock is kept in good condition and such like things ? 

Mr Rau — There is the Semor Government Inspector who goes over the 

hue 

Mr Neogy — ^Is not the stafi at his disposal adequate enough ^ 

Mr Rau — I don’t think that the Eailway Board ever made special arrange- 
ments for the mspection of the B N Eailway 

Mt Neogy — This particular Note refers to certam thmgs that have 
been condemned — ^by whom ^ Did the Acworth Committee condemn them 

Ml Rau — ^No, they must have been condemned by the Administra- 
tion 

Ml Neogy — Is there any record kept m the Eailway Board to show 
what the activities of the Government Inspector were so far as the B N 
Eailway stock was concerned ^ 

Mo Rau — ^I must have notice of that question 

CJiaiooyian — Can you tell us this If for a number of years insufficient 
allocation for renewals has been made from revenue, the chances are that the 
total value of the assets would have dropped down considerably below that 
of the nommal capital, and supposmg we had an exammation on valuation 
of the B N Eailway undertakmg, do you thmk that we shall find that the 
total value of the assets was very appreciably below the nominal capital 
which we have got to pay when we take the Eailway over ^ 

Mo Rau — ^It IS ]ust possible that at this particular moment it might be 
so, but withm the next 20 years we hope to set matters right Formerly the 
amount that was set apart by the B N Eailway for renewals and replace- 
ments was m the neighbourhood of 30 and 50 lakhs This year they are 
providmg 200 lakhs from revenue Another thing we have to remember 
18 that we guarantee them a return of 3-| per cent on their capital It might 
happen, if we go on at a too rapid pace m this matter, we might have to bear 
the cost of the renewals imder our guarantee 
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Clmrman — liappens when ■■we take over the Railway^ '"Would 
we recover anything ? 

Mr Ran — We will have to pay them ,only their share cajntal 

,706 Ml Das — I want to put a iew questions and 'I should like to .go 
back to the period before the separation 'What control did. the,. Railway 
Board exercise to see that the taxpf\yerj,did pot lose money and the B N 
^Railway did not, derive a ja;rge, (Share of .the surplus p,rofits by charging these 
ijiteras to the Capital account ^ 

,ilfr Dau — To the best of my recollection the separation was sanctioned 
’in 1924 'This matter was brought to notice in 1926, and I thmk, that, in 
, July 1927 the Railway, Board told the 'Agpnt of the B N Raihvay definitely 
that we would not agree to additions w^hile there was stock that was awail^ing 
renewal 

ilfr Das — You are now laying the w'hole blame on the Goyemmpnt 
Examiner of Accounts ? You ,had no machinery to properly control the 
Company-managed Railways ? 

M‘) Rau — It must have beeu due to the fact that the staff of the Govern- 
ment Examiner of Railways W'as inadequate 

Ml Das — ^Apparently the Railw'ay Board i had no other machmery 
"What was your Budget officer doing ? 

ilfr Rau — ^If the allocation is agreed upon between the Agent and the 
Government Exammer, that is accepted by the Raihvay Board, We do not 
> go into allocation at all 

Jfi Da ^ — What was your Budget Officer doing? He allowed sums 
which were to be debited to replacement account to Capital ? 

Mr Rau — The Budget Officer does.not allow anyiliing at all , he cannot 
do anything of the sort 

Cluiirman — Don’t you go into the question of allocation wffien the 
Budget estimates are prepared ? 

Ml Rau — No , at the time of considering the programmes We have 
-now got special machinery by wffiich we get information from all Railways 
as to the rolling stock on the Imes, how much of it is over 35 years old, what, is 
,the proportion awaiting renewals and so on, and we check that information 
with the proppsals of the Agents for additional rollmg stock iWe are gradu- 
ally improving our system 

Chau man — Would ymur Budget Officer now' be able to eheck this form of 
appropriation at the time when ,the Budget estimates come in ? 

Mr < Rau — ^Not the Budget Officer ‘YTien the Board discuss the pro- 
' grammes -With the Agents, the procedure is that the Directors of Emance 
-and Civil Engmeering as also of Mechanical Engineering go through the 
programmes first and brmg to the notice of the Board any case in -.-which 
-they consider , that it has not been proved that the rolling stock ought to 
be taken as an addition 
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Sir Fredenc\,Gai(ntleU — ^May I intervene' at this stage for a moment* 
'iThe first time that it has been suggested that the Government Bxammer .of 
Accoimts was at fault'was by yon about 3 or 4 mmutes ago I^suggest .that 
since you have given a complete, answer which shows the exact responsibihty 
of the Government Exammer, the .responsibility ultimately comes back to 
the Eailway Board The pomt is this The accounting authorities ’are 
responsible for allocation on .the facts presented to them,- and the fact presented 
to the Government Exammer in the first place was that these were additions 
and therefore they had to be met from Capital It is only because we 
'have gradually come to the view that the orders passedby the Railway Board 
are not correct that we have challenged the attitude which the. Railway i Board 
jhad been adopting in this, matter * 

Mr Ran — ^The question was raised on the B ' B and C I Railway last 
year We told them that because a particular item had been put m as an 
addition in the roUmg stock programme it was not conclusive evidence that 
the Railway Board approved it as an addition As regards the allocation it 
was still entirely at the discretion of the Accoimts Department to challenge 
any particular allocation 

Sir Frede) ic Gauntlett — That was not the position before 

Chairman — Talking about the question of allocation, can you msist 
on the Company-owned Railways folloiving the same prmciples as regards 
what is charged to depieciation and what is charged to new Capital as we 
propose to adopt on the State-managed Railways * 

Ml Ran — ^These proposals are aheady m force in Company-managed 
Railways 

Mr Kaiila — Smce somethmg has been said about the Government 
"Examiner of Accounts, I should like to explain vhat the duty of the Audit is 
The facts are presented to the Audit in two ways Annually the Railway 
Board indicate after considermg the programme proposals how much should 
be. considered as additional stock and how much as renewals Then secondly 
the annual statements are furnished locally by the Railway Admimstrations 
giving the number of ivagons of each class in existence, the number to be added 
to, the number to be removed and declared as surplus and so on The Audit 
Department has no voice in the exammation of the statements which are 
prepared by the Statistical Department Recently at a meeting which 
assembled here under the order of the Railway Board it came to light that 
although those statements had issued under the signature of the Accounts 
Officer, that officer accepted no responsibility This is the kind of facts on 
which the Audit is conducted 

Mr Scott — thinlc the whole facts' of the case should be available to the 
Audit Officers If all the papers and facts are placed before the Government 
Exammer, he will be much more responsible for the allocation than at 
present 

Sir Frederic Gauntlett — But the fundamental position still remams that 
allocation ultimately must be based on the facts as presented to the Government 
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Examiner Whether he should be given all the papers and allowed to determine 
what are the facts or whether he should rely upon the certificates obtained 
from other people is a matter which we shall have to consider in detail 

Mr Scott — ^In connection with what Mr ICaula 3 ust said, I do not think 
any Government Examiner or any Chief Auditor of Government would 
accept the programme as sanctioned by the Railway Board as authority for 
final allocation In any case, the whole facts of the case should be available 
to the Audit Officers 

Ghairvian — It is very helpful to see whether in fact the Audit can rely 
on certain statements or decisions or ruhngs of the Railway Board as the basis 
or whether they can go back altogether behind them At any rate, the Railway 
Board’s ruling is not a fact It is a decision to proceed m a certain way 

Sii Frederic Gauntlett — The difficulty arises usually when one particular 
form of vehicle is being replaced by another of a somewhat diflerent t}’pe 

Chau man — ^But the question realty is, do the Audit Officers get an oppor- 
tumty to get at the real facts ^ Mr Kaula is suggesting that they do not t 

Sir Fiedeiic Gauntlett — I tlunk that the Government Examiner should 
make a detailed investigation of every single allocation that comes before 
' him 


3Ir Sail — Our programmes for 1930-31 are settled by the Railway Board 
in February oi March 1929 on the best information available at the time Bet- 
ween the time the programmes are carried into execution and the time they are 
sanctioned, so many things might happen, and it would be absolutely impossible 
to adhere to the programme That is why when the suggestion was raised 
last year we defimtety stated that the programme v as not to be taken as defimte 
We have no further check on our Budget We leave it entirety to the Accounts 
Officers 

Mr Das — When yom Budget Officer makes yom Budget, does he not 
charge a particular item in respect of a locomotive, let us say, on a particular 
Railway to revenue ^ 

Mr Ran — Yes, it is based on the programme as passed by the Railway 
Board 

Chairman — ^Doyou mean to say that the programme for 1930-31 is already 
made up ? It was settled in March m a conference with the Agents It was 
placed before the Standing Fmance Committee in July 

Su Fiederic Gauntlett — I suggest that from the statement that Mr Rau 
has ]ust made it is qmte clear that one of the most important duties of the Gov- 
ernment Bxanuner in future will be to make a reasoned review of the whole of 
the renewals made in each year — do it annualh — make a thorough review of 
the whole situation at least once a year 

Ml Rau — We should be very glad if you would do it Wo ai e as anxious 
as the Aiiditoi Genera] to see that the allocation is correct 

Sir Frederic Gaunth tt — It would follow that all the papers would have to be 
available I think the Railway Board should reahse their responsibihty for the 
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accuracy of the statemeut published by the B N Eailway We take no part 
in the production of these statements and the Railway Board should supervise 
the preparation of these If they do that, th e audit will be fair not otherwise. 

Chauman—l must say I entirely agree with what Sir Frederic said that 
we ought to ensure that no inaccurate appropriations are made but I think the 
Government Exammer ought to be able to rely on the Railway Board’s state- 
ment to a greater extent than appears to be justifiable, if it is prepared m the 
way that Mr Rau has just described to us If the programme for 1930-Sl is 
settled in March 1929 on the basis of information supplied in December 1928 
and you make no attempt before the beginmng of the financial year 1930-33 to 
revise it, it seems to me that it may be entirely inaccurate 

Mr Rau — Orders are placed for most of the materials we require some time 
m August That is the special reason why we take the rolling stock programme 
much earlier 

Chairman —Then at the time the orders are placed, it can be revised again 
It was you who were tellmg us these facts as an excuse for the statement not 
being accurate You were callmg oui attention to the big difierence in time 
between 1928-29 when the information was collected and 1930-31 when the 
programme is to be carried out Now you have reduced the difierence very 
much 

Mr Ran — The programmes are discussed m March and the Railway 
Board makes some alterations The Agents send a revised programme which is 
placed before the Standmg Fmance Committee some time in July and immediate- 
ly the Committee has approved the proposals we call for tenders or place 
orders 

Mr Shei lani — I wanted to know whether from the records you have you 
can ascertam the age and the original price of the old rolling stock 

Ml. Rau — ^Not the original price Our programme must show the age — 
how many locomotives aie under and how many over 35 years old The 
original price will be in the records of the Railways themselves — not of the 
Railway Board 

Mr Shervam, — ^But you can ascertain * 

Ml Rau — Oh yes Otheiwise they can t fix the allocation 

Mr Shervam — Because in the case of the Post and Telegraphs it was not 
possible 

3Ir Das — Sir, I am not satisfied that the Budget Ofiicer of the Railway 
Board has done his duty in placuig the particular ordeis of wagons in the capital 
and revenue charges at the time of presentation of the budget in the Assembly 
There are difierent heads and the budget officer ought to say so many wagons 
on the B & N Railway will be purchased on the leveniie account, so many on 
the capital account, and on that allocation the Government Examiner of 
Accounts will examine the accounts 

Sir Fiedenc Gaunilett ■ — I do support Mr Das in this, Sir It seems to me 
that it would be quite impossible that the Railway Board should absolve itself 
of responsibility as to whether a particular order for wagons is or is not a 
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- renewal or a replacement, wlietherit is to be regarded as an> addition or merely 
as a-replacement I do not see bow the Railway Board 'can possibly absolve 
itsplf of that responsibility .And at their .follows, as Mr iDas points .out, that 
it becomes the responsibility of the Budget Officer to make a fairly accurate 
estimate as to the amount that is to be provided on the jevenue and tbe capital 
side of the Budget 

iJf? i^Rau — I amafraid, I haveiiot .expressed myself quite cleailyoir the 
-.point iW|hat I am pomting out is that the' Railway Board does.take the pri- 
mary responsibility m drafting a programme and saymg so many shall i be rene- 
wals and sq many. additions, but between the time that approval is given and the 
time the stock is actually deliveied and placed on the lineicircumstances might 
change There might be a smaller or larger .number of wagons that have been 
scrapped and condemned and treated as awaiting renewal And the allocation 
'of particular carriages and wagons must depend on the particular facts at the 
time 

Sir Frederic Gaunthtt — I agree 

Mr Ran — Sol would not say that this .responsibility for the Budget 
is either of the Government Exarmner.or .of the, Railway Board but 3 omt 
The fact that the, Railway Board, have approved anatem as an addition is not 
conclusive proof, or such that audit ought not to challenge it 

Sir Foederic Gauntlett — ^But do youiuot have an opportunity, of revismg 
your difierentiation beWeen additions and renewals . some time durmg the 
year * 

Mir Ran — You will have to have fresh statements from the Railways 
every three months And even if we revise it at the time of the Budget, that 
would be on facts for say December 1929 1 for 1930-31 But even this .would 
not be correct I vpuld still place . on the . Government Exammer, the 
responsibility of seeing that at the time his stock is taken the figures are revised. 

Sii Frederic Gauntlett — I -would still accept the final responsibility pro- 
vided you accept the initial responsibility 

Mr Ran — The initial responsibility is the Raihvay Board’s 

757 Chairman — There is an important point involved I am looking at 
it from this point of view of the Legislative Assembly when the Railway Budget 
IS put before it It seems to me that the Legislative Assembly gets presented 
with a picture which, on Mr Rau’s showing, is already out-of-date Not only 
IS it a picture out of date but it represents a commitment which has 
already been undertaken If the Legislative Assembly chose to say Well, 
we are short of monej’ and too much of the Government ways and 
means position is being allocated to Railways we want to cut 
down new expenditure I do not say it would be a reasonable thmg for the 
Legislative Assembly to mterefere on a point like that but still, theoretically, 
they, have got the power to do so at'preseiit Then the Railway Board may 
turn round and say I am very sorry, the orders for these locomotives were 
placed in August and you cannot stop it 

Ml Rau — That is so And this position has been placed before -tho 
Standmg Finance Committee because they approved the rules under which 
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^ we issued these indents for the approval of' the' Legislative Assembly And I 
think this has been discussed m.' the Assembly at least once Undenthe present 
system, we have to take the risk of the Assembly not votmg the-grants 

Chairman seems to me yon ought at’ least to make an endeavout 
• to put , an acGur^-te picture before the Assembly, and for /that, purpose your 
estimates could be brought up to date They need not be based on an alloc^-tion 
. thatiwas made m February of , the preceding, year ,You must know, more about 
■ the position then— how, much represents, .renewals and' how-, muchv represents 
new capital expenditure 

Mr fiau— dCakmg the > Railways as a whole 'I do not Imow that there 
_ wpuld be ipuch difference butwe,can,try to get later mfoEms-tion of the roUmg- 
, stock, just at the tune we prepare the Budget I think we could /get informa- 
tion, up to Qctober ,1928 as regards allocation 

Chan man — But that would mean that the Government Examinersv would 
, get much ,more assistance from the statement for which the Railway Board 
are responsible than they do at present It seems to me they get very little 
assistance The Government . Exammeis ought to open a statement of the 
^various stock that the Railway itself prepares and they will brmg to the notice 
of the Railway Board any statement m which the facts have been deliberately 
falsified 

Mr ^Kaula — That > is not the basis on which w^e conduct audit AVe 
do not w;ait until mistakes are discovered We, do not .assume that anything 
is correct 

Mr Ficdenc Gaunijett — ^You suggest, ,Mr Kaula, that it is part of the 
Government Inspector’s duties to satisfy hunself as to the correctness of the 
statement ^ 

Ml Kanla — That is so 

758 Mr Roy - — ^Do I understand that the Railway Board keeps no control 
over the rollmg-stock ^ 

Mr Ran — In what way ? 

Mr Roy — ^Tfiat the Inspector of Government Railways, never inspects it ? 

Mr Ran — ^He does 

Mr Roy — ^And has any Member been round to inspect the Bengal Nagpur 
stock * 

Mr Ran — ^AYell, Members go often 

Mr Roy — I know you. went in 'April — but before that did .any technical 
'Member visit the B N .Railway 

Ml Ran — All the Members tour round now a great deal more 

Mr Ro^ — I am only asking a question of fact Do the Inspectors of 
the Railway Board at any tune, inspect ^ 

Mr Ran — ^WeU, the technical Member of the Railway Board w'as recently 
at Calcutta — he is domg a long tour now and is at present m Bombay, 
He has been on tour since the 17th of last month 
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Mr Roy — After all these allegations of the Auditor General, has any 
-exhaustive inquiry been made by any responsible Member of the Railway Board, 
into the whole thmg ? They are serious allegations 

Mt Ran — went down m connection with Accounts matters myself. 

Chairman — ^Well, as regards the roUmg-stoclc, Mr Rau has abeady ans- 
wered that question There has been no outside mvestigation of theroUmg- 
stock position or the position of the whole of the capital assets on the Bengal 
Ragpur Railway Mr Rau indicated that at present it is qmte Idcely that the 
value IS below the nominal capital 

Mr Rau — ^But I could not say an 3 rthmg definite on that 

Chairman — I do not know that we should gain an 3 d;hing now from con- 
ducting such an mspection "WTiat we have got to do is to satisfy ourselves 
that a sufficient allocation is being made every year from revenue to depre- 
ciation 

769 Sir Fiedenc GauntleU — My primary object in raising tins question 
was to get the Government of India back to the fimdamcntal prmciples of 
allocation which were laid down by Sir Cliarles Wood in 1864 and we only 
departed from it after the var owing to the very special pressure upon Gov- 
ernment finances Row Sir Arthur Dickmson has suggested that we should 
go back to these principles of allocation My whole point in this, of course, 
IS to say that the allocation as between capital and revenue must be determined 
by fundamental principles and not with reference to the Budgetary situation 
at the moment 

Chan man — Sir Frederic, I think the point is not so much that It is how 
much shall be charged up to the depreciation fund wffiich is being built up 
at a regular late every year and how much to capital It won’t affect the 
allocation made every yeai The question we are consideiing now won’t 
m the least afiect the allocation v e make ever}' yeai from revenue The ques- 
tion of how much is to be charged against that depieciation fund and hoiv much 
IS to be charged against capital, does not affect the position as between capital 
and revenue at all 

31} Das — I only wanted to help the Auditor General and his staff I want 
to allocate the responsibility’ for the allocation on the officers of the Railway 
Board at the time of the Conference 

Sv Frede) ic Gauntleti — ^AVell, we are quite agieed that it must be a mutual 
responsibility I am quite satisfied w ith that position I w ould only mention 
that since Sir Clement Hindley laid down a very sound principle m 1925 it is 
withm my Icnowledge that the Railw ay Board has on two or three occasions 
departed from it and it W'as only when I again called attention to the 
principle laid down m September 1925 that the Railw ay Board finally agreed 
to accept it as correct 

Chairman — ^But Mr Rau, do you admit that the Railw ay Boaid has de- 
parted bom any prmciple laid down m 1926 ^ 

3Ir Rau — ^I don’t Icnow, Sir, I should have to look up the papers. But 
the Railw'ay Board as at present constituted fully accept that prmciple 
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CJiaivnan — ^Well, now, I tlunlc, as far as tie present discussion goes, we 
cannot carry it very muoli furtier tianto say tins, that at the time when the 
Budget estimates are prepared, an attempt should he made to brmg up to 
date the allocation as between new capital expenditure and renewals And I 
understand Mr Eau to say that something could be done to make it more up 
to date than is done accordmg to your present practice You cannot make it 
up to date to a week before the presentation, on information supplied three 
months before that But m that case the Budget estimates will provide the 
Government Examiners with a more rebable gmde than they get at present 
And the Eailway Board will be responsible for the Budget and responsible for 
making it as accurate as possible at the time ^Vhen it actually comes to 
allocating the wagons which have been ordered m the piecedmg August, there 
may have to be some adjustments 

Ml . Bmi — But in any case I would not make the Budget authoritative 
The Government Examiner must not take it as final 

Chait man — ^No, you might have a big fire 200 wagons you have ordered 
may have to be used for replacement Obviously that sort of thing must 
happen But at the same time, when the Budget is prepared it ought to be 
up to date Can we go any further than that ? It still leaves — it is boimd 
to leave — the responsibibty on the Government Exarmner for checking thmgs 
m accordance with what actually happens 

Sn Frederic Gauntkit — fully accept the responsibibty I entuely en- 
dorse the view that no tentative ordeis or temporary allocation should be re- 
garded as final The final allocation must be made by the Government Exa- 
miner with all the facts before him If the Eailway Board makes a statement 
that a particulai wagon is to be regaided as an addition rather than as a rene- 
wal, that would be strong pima facte evidence but it would still be incumbent 
on the Examiner to conduct a close examination of all the facts in order to 
decide whether all that /acie evidence is rebutted or not I suggest 

that the Committee note with approval the action which the Eailway Board has 
already taken The leal point is not brought out here It is that the Eailway 
Board was extremely lenient at one time in determming whether a new wagon 
was an addition or a renewal and they have agreed now to give a stricter de- 
marcation between the two 

Gliaitman — I mean the principle is so clear there that I do not thmlc there 
can be any variation 

760 Stt Fredertc Gauntlett — Patagtaph 13 page 92 I should like to call 
attention to mj'’ comment on this paragraph, “ It appears from the details fur- 
nished in this paragraph that the piece-work outturn was 125 lbs per rupee, 
whereas the day work outturn was 9 lbs per rupee ^ e , the piece work results 
were fourteen t.mes as good ” 

Mr Ran — The Agent’s explanation is that the figures quoted by the 
Accountant General are not really comparable as piece work outturn refers 
to repetition work while the day work outturn is the result of a more compli- 
cated work entrusted to more skilled labour The explanation of the Adminis- 
tration suggested, however, that the present system of accounting was not 
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xealiy satisfactory and while I was in Calcutta I asked the Agent to go into' the 
matter further wuth Mr Humphreys, Loco Works Manager and I have recently' 
received a letter and a long note showing a new system of shop-costmg which 
he had evolved m collaboration with the Production Engmeer and had for- 
warded to the Government Exammer of Accounts for his approval’ 

I ‘understand that if it is agreed to by the Government Exammer the 
scheme will be put into' operation in th^ fouiidry m two or three months If - 
the Government 'Examiner find^ that the scheme is defective he will presum- 
ably consult the Director of Hallway Audit and bring the matter again to the ' 
notice of the Railway Board 

Frederic Gauntlett — ^Whenever a new change of accountmg procedure 
like this IS introduced it will always be a very important part of the work of the 
Government Exammer to examme the efficiency with w^hich the system is being 
worked and also the natitre of the results which have been obtained 

Mr Rau — That is so 

Sir Fi edenc Gauntlett — It is perfectly true that the thmgs are not com- 
parable, but that the piece work outturn was 14 tunes as good requires very- 
considerable explanation Do you think -that that is bemg efficiently ad- 
mimstered ^ 

Chairman — ^Have you got any more recent figures 
- Mr Rau — They have not got them yet 

Mr Neogy — Is it possible to have the experience of other Railway Work- 
shops to assist us to understand this particular position ^ 

Chairman — I think we might ask for a note next year dealmg wuth the 
working of the cost system, with any comparisons you ban give us from other 
workshops 

Mr Rau — ^Very well, Sir 

Kumar Ganganand Sinha — ^Do you agree with the Accountant General 
that this may be due to coUusion between the day and piece workers He 
says, “ This may ‘be due to (1) collusion between day and piece-workers, (2)^ 
more men m day work than necessary, (3) more highly paid men on daily work 
than in the piece woik gang, and (4) poor outturn by day workers due to ab- 
sence of supervision of control ” 

Ml Rau — ^Assunung that there is a discrepancy But the Agent’s expla- 
nation IS that there is really no discrepancy, because you cannot compare the 
two Piece work is merely repetition work where as the day woik is done by 
highly skilled labour 

Chan man — ^Why should not the highly skilled labour be put on piece work 
rates ? MTiat is the objection ^ 

Mr Rau — ^I thmk the Agent told me that the question of piece work would 
probably be abandoned 

Mr N eogy — ^That is rather unpopular 
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Mr Rau — Tliat is so > It is very dif&cult for us to introduce the piece-work 
and bonus system' in the workshops There is plenty of unrest 

Chairman — ^I'do not want to pursue it, but it is such n very old state 
afiairs that the attention of the managers shbuld be called to 'these comments 
and you ^vlU■ furnish- us with a more instructive report next year 

Colonel Gidney — It is possibly more a case of bad management May I 
refer you to the third paragraph from the last 

Mr Rau' — I understand the 'foreman was dismissed for qmte difierent 
reasons and not for this 

Colonel Gtdney — It is stated here, “ The Supermtendent, Electrical branch, 
Locofnotive Department,' admitted that there had been careless supervision 
on the part of the ‘foreman and he is takmg the mhtter up 

Mr Rau — ^I understand the foreman was not dismissed for this reason but 
for some other reason 

Colonel Gidney —There is a remark about the foreman What has hap- 
pened to the Supermtendent ? ' 

ilfr Rau — ^Nobody has been punished on this account so far as I know. 

Chairman — It is the Supermtendent’s business to see that the foreman is 
domg his ]ob all right He has foimd that the foreman is not domg his' job 
properly and he is takmg necessary action Now we have got to see whether 
the results have unproved If they have not, then you would have to come 
down on the Supermtendeint 

Kumar Ganganand Sinha — ^You have this new method of accountmg after 
Sir Arthur Dickinson’s report ? 

Mr Rau — We placed a memorandum before the Standmg Finance Com- 
rmttee for Railways I will send a copy, of that to you if you hke 

Mr Shervam — ^Are you perfectly satisfied that the ’difference is not due to 
leakage * 

Mr Rau — ^It might be due to faulty supervision ' 

ilfr Neogy — That is admitted’ as a matter of fact 

Jfr Rau — Yes 

ilfr Neogy — ^The foreman has been censured 

Chan man — ^The foreman I understand has been dismissed 

Ml Rau — Not 'for this reason 

Chairman — ^I think as far as we are concerned on this Committee the 
attention of the responsible management has been called to these points and 
we have asked for mformation to be supplied to us next year to enable us 
to see whether the practice has been improved I do not think we can do 
anythmg more than that at the moment 

Mr Shervam — ^No disciplinary action is going to be taken against any- 
body ^ 
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CJimiman — cannot say it is a case for disciplinary action , it is a case 
of bad administration, bad management Por tbe moment tbe foreman 
has been held responsible and that foreman has been dismissed We now 
want to see whether the thing is working better 

Mr Slietvam — So the foreman alone was responsible for this ^ 

Ghmrman — That is the report that the foreman was to blame. 

Ml Sheivam — I anted to Icnow whether the whole responsibility lies 
on the foreman or on anybody else There must be somebody supervismg 
the whole thing 

Chatrman — The point is this If action is not taken, if the foreman is 
not pulled up for his bad work, then, of course, the superior manager is 
to blame , but if he has taken action and if they pull up the foreman or put 
m a new foreman, then we have got to see how things work in the future 

Mr Sheivam — The figures are given for 7 or 8 months and this dispro- 
portion between the produce went on for about 7 or 8 months There must 
be somebody supervising the whole business and he did not catch the thmg 
and some responsibility rests on the shoulder of the man who w’as supervismg 
the whole business 

Chairman — agree that it might be so and we could have had perhaps 
a fuller report before us 

3Ir Ran — The report is that it is not reasonable to compare the two 
cases 

Chan man — We admit all that, but at the same time they on their 
side admit that there was careless supervision on the part of the foreman 
Mr Shervani’s point is that that careless supervision Avent on for at least 6 
or 7 months and therefore the Supermtendent should have found it out and 
taken some action before 

Mr Sh j vani — That is my point 

Chairman — I think there is something in that point, but I do suggest 
that it IS getting rather fai from the kind of subject on which Ave want to 
concentrate on the Public Accounts Committee All that aa^c can say at 
present is that we are not satisfied wuth the explanation We AA’ant to Imow 
how thmgs are going on now After all this goes back to 1926 We want 
to know how things are really going on nOA\ and the results of the new 
system 

761 Chairman — We come now to paragraph 14 Avhich is also specially 
noted by the Auditor General, the loss in departmental brick manufacture 
Here a very bad project seems to have been started which it was eventually 
decided to close dowm Somebody must have made a A'ery bad mistake in 
starting that project and we should like to know who it was and what has 
happened to him 

Mr Ran — The present position is that the Hallway has decided to re- 
orgamse the factory and to continue it as one for producing hand moulded 
bricks 



289 


OTiaxi man . — Hete you say, “ It lias been decided to close down tbe kiln, 
etc , and to dispose of tbe machinery and buildings ” 

Mr Ran — ^That perhaps was the intention at the time the report was 
written but they told me that they proposed to contmue it as one for producmg 
hand moulded bricks and that they were trying to dispose of the machmery 
but that it has not been found possible to sell aU of it 

Mr — ^The contractor’s rate is Rs 14 per thousand and the only 

argument is that that at the time of the monsoon the contractor cannot manu- 
facture But you can keep a stock and bricks are not a penshable thmg 

Sir Fredenc Gauntlett — ^In a case like this, does not the question arise 
who imtiated this and has any comment been made on the very unsatisfactory 
result of the project which he mitiated ^ 

Mi Rau — We are going to tell the B N Railway that this shows very 
bad management and I am not sure whether we shall not ask for some discip- 
Imary action being taken against the man who started it 

Sir Fiederic Gauntlett — ^BTio is the man ? 

Mi Rau — I think the Chief Engineer must be taken as the officer 
responsible 

Chairman — They apparently started it relying on certam factors which 
were uncertain One would like to know what was the justification for 
startmg it Was it very difficult to get bricks in the ordmary market t- 

Mr Rau — They thought they would get bricks cheaper than and superior 
to the ordinary bricks 

Mi Neogy — ^IITieie is this located * And the Agent was obviously not 
required to come up foi sanction although the amount involved was Rs 3 
lakhs ^ 

Mi Rau — ^If he had it in Ins programme he need not have come to us 

Chairman — ^It must have been sanctioned by you 

Mr Rau — In the programme he would have said a factory and he would 
have explained it when he appeared befoie the Board And the rule is once 
it IS put down on the programme up to five lakhs he can sanction without 
coming to us again 

Chairman — Before it got into the programme it must have been approv- 
ed of by the Railway Board * 

Mr Rau — ^Yes 

Mr Das — The Agents have wide financial powers which they did not 
have before the separation 

Maulvi Mohammad Yahub — The question is one of control of the Railway 
Board over the Agent 

Mr Rau — If you want the explanation I can read out to the Committee 
the explanation of the Chief Engmeer 

Chairman — ^^^’■hatwe wnnt tolmow is, who put up this scheme, when was 
it put up, when did it come before the Railway Board, what did the 

HG2CPBFmI) 19 
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Eailway Board do witt it when it came before them, and what action has 
now been taken as regards the man responsible for this 

Sir Frederic Gavntlelt —I do suggest that it is very difficult to get at the 
truth of these matters when the officer who makes a repoi-t like that has m 
front of him this statement that the cost of outturn was Bs 139 per thousand 
while the contractor’s rate w^as Ks 14 and Rs 18 per thousand and docs not 
make the slightest comment on it 

t 

Chan man — do not think vre ought to exaggeiate the impoitance of an 
incident like this, because9after all every one docs commit mistakes in starting 
mdustrial undertakings and it is a very small thing in relation to the whole of 
the railway capital What we want is ]ust a short simple statement giving 
us the relevant facts We do not want this long explanation I w’ant to 
know biie% wffio put it up, the grounds on whicli it was put up, and what 
action has been taken as the thing has turned out to be a failuic We could 
have all that on half a page of pajiei It seems that there is a leluctance to 
provide straightforward au'^wers to very simple questions 

ilf? Bau — I am verj sorry that that should have been your impression 
I was trying to help the Committee wnth a summary, but I am quite prepared 
to give whatever information I have here 

Chairman — 1 do not say [you aie responsible, Mr Ban It seems 
that this IS such a very simple case that it could have been disposed of in 
three minutes 

Colonel Gkdney — ^May I suggest that we have a short note giving all these 
cases when the Sub-Committee sits 

Chan man — I want to go back to what I have said I have had pretty 
good experience of industrial iindertalungs and starling new' ventures and 
it IS not very astounding that in a big concern like the railwa 3 ’’s there are 
occasions like this wffien calculations go wrong I do not think we ought to 
say that this is evidence of something very wrong with the whole concern 
because these things do happen and people do commit mistakes But, from the 
pomt of view of the man wdio comimts it, it was a big mistake though from the 
point of view of the Bailw ay Board I do not thinlc it is and w'e want to loiow 
who it was and what happened 

Mr Bau — Nothing has liappened We propose to suggest to the Railway 
to consider whethci discipluiaiy action should be taken 

Colonel Gidney — His intention wns an honest one 

Mr Bau — His intention was very good but it w as a miscalculation. 

Chan man — lu this case wdierc the oiiginal estimate has been so greatly 
exceeded, there might have been some improper expenditure and the accounts 
ought to be examined with a viev/ to investigating that 

Mr Bail — As regards the increase of estimate from Es 2 lakhs to Bs 4 
lakhs we have got recent rules m wdiich we insist upon the Agents coming up 
to the Railway Board for sanction if the dificrence between the original 
estimate put in the programme and the final estimate is more than 20 per 
cent From this year we have adopted that 
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Chairman — ^There is another thing that I 'mil suggest When railways 
undertake manufacturing business of this land which is outside their ordmary 
busmess of rtmmng the railway, a pro]ect of this land wants very special 
investigation It should not be encouraged by the Railway Board They 
should be doublv careful to see that a good case has been made out If you 
get an estimate costing say Rs 5 lakhs for a siding that is m your ordmary 
Ime of business and you will be able to do it But if the lailways want to start 
a brick manufacture I suggest you ought to be doublv cautious and the 
chances of this sort of thing happening are much greater in a case of that 
kmd The railways are big enough already without makmg bricks This 
is a very dangerous tendency I know the tendency, “ We can do it better 
than others and let us make it ourselves ” But you have got to stop that 
It IS very important for railways to stick to their own ]ob and not go off on 
Side shows of this land Although this is a very small incident, it is a very 
good illustration of the mistakes that mav be committed by pursmng that 
tendency 

Mr ISeogy — ^It is said that the question of adjustment of depreciation 
is under reference What has been decided in this case 

Mr Ran — I do not think it has come to the Railway Board 

Sir Fiedeuc Gauntlett — There is a note here winch says that the proposal 
of the Chief Engmeer would, if accepted, involve an amount of Rs 1,61:, 000 
being written ofi to revenue (leads) 

Chairman — ^Before we leave this, will you produce a short report giving 
us all the facts ? 

Ml Rau — ^Yes 

Colonel Ghdncy — I think the E I Railway has its brick manufacturing 
department 

Mr Rau — So far as I remember, there are some brick manufacturing 
departments on other railways too 

Chairman — 1 thmk it is a dangerous tendency if you start concerns of 
that kmd In some cases the reasons may be so strong that it may be good 
pohcy to do it Any proposition of that kmd ought to be exammed with 
double and treble care We want to employ our capital m buildmg railways 
and not m making bricks In certam circumstances it may be worth wlule 
to make your own bricks — when you cannot get a good supply otherwise 
Here obviously there was no excuse 

Mr Rau — It is the desire I suppose of an Executive Engineer to have 
bricks on which he could rely We purchase a lot of bricks from the market 

•t* 'i ‘k 

Maulvi Mohammad Yahub — thmlc the Sub-Committee should consist 
of Mr S 0 hlitia, hir Neogy and Mx Abdul Matm Chaudhury 

Mr Neogy — suggest that the names of kir Das and Colonel Gidney 
be added 

Maulvi Mohammad Yakub — I have no objection The Comnuttce might 
elect its own Chairman 
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Kumar Ganganand Smha — ^\V]iat about tbe terms of reference ^ 

Chairman — The Sub-Committee will hold a detailed mvestigation of 
all cases that we have not been able to examine Arising out of the mvesti- 
gation of these cases we want the Sub-Committee to see what lessons can be 
learnt 

(1) on the question of increasing the examming staff , 

(2) as regards altering the status of the Companies’ auditors "VVo 

should see whether it is possible to get them to co-operate with 
the examming staff more than they do at present , 

( 3 ) The Sub-committee should consider whether efficiency has suffered 

from a tendency to differentiate between officers and subordi- 
nate staff as regards disciplinary action and 

(4) should also consider Ihe biggei question of the control by the 

Jlailw'ay Board over company management The recommenda- 
tions of the Snb-Committee will form part of oui report 

Colonel Gidney — 1 hope the Auditor General who has made these com- 
ments and the railway side will be represented on the Sub-Committee 

Mr Rau — If the Committee wants to get into very great detail, I can 
send for the Agent here I do not w'ant the Railway to feel that their case 
has gone by default 

/Sir Frederic Gauntlett — The Public Accounts Committee have raised the 
^question whether the offenders should not be heard in person and they have 
pressed it very strongly and my advice has been absolutely to the contrary 
It IS never the case in England that the officer personally responsible attends 
1 before the Accounts Committee It would be utterly wrong to bring individual 
people before this Committee hlr Raghavendra Rau is responsible for ans- 
wering questions He may get the assistance he desires but he is responsible 
for the answers 

Chan man —I think Sir Frederic Gauntlet! s w\ammg is very much to the 
point 

Colonel Gidney — Considering the exceptionally bad state of things in the 
Bengal Nagpm Railw ay, an exception might be made m this instance 

Chairman — The whole point of this Committee is to find out whether 
the Railway Board has taken seriously the remarks that have been made pre- 
viously by this Committee and wm are not heie to do the 30b of the Railway 
Board If w^e start gettmg these people up we shall be transgressing into the 
spheie of the Railw^ay Boaid What we want to impress upon the Railway 
Board is that when we make some remark we mean it to be seriously looked 
mto and taken seriously and that we will not be satisfied with general state- 
ments in excuse I take it that that is the view of the Committee 

Mr Neogy — ^May I suggest that the question of the procedure followed 
in the framing of estimates nught also be mcluded in the terms of reference 
I want to know the procedure followed in the frammg of estimates and thmgs 
of that land for new capital pro3ects and control over expenditure after their 
sanction 
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762 Chairman — -We shall now proceed with the consideration of the 
Auditor General’s letter Paragraph 5 of the report, page 3 Have yon got 
anything to say on that ^ 

Mr Ran — Paragraphs 5, 6 and 7 So far as excesses under grants 7, 8, 
10 and 15 are concerned, the mam point I have to make is that the Hallway 
admimstrations cannot really he cons dered as being to blame for the excess 
over the grants as the expenditure was, except m the fourth case where it was 
very slightly in excess of the amount allotted, within the total of the amounts 
allotted by the Hadway Board to the various railway admimstrations The 
excesses must therefore be taken as sigmfymg the break-down of the bystem 
of over-aUotment which was mtroduced two years earlier , we have taken a 
lesson from the results of this year and considerably reduced the over-allot- 
ments in succeeding years As a supplement to the figures of over-allotment 
given by the Auditor General, I should like to give figures for the years 1928-29 
and 1929-30 Thev are as follows — 

(Thousands of rupees ) 
1928-29 1929-30 





Rs. 

Rs 

Grant No 7 . . 

• 


2,15,12 

15,00 

Grant No 8 . 

% % 


2,59,56 

20,00 

Grant No 10 

• • 

• 

1,56,75 

50,00 

Grant No 15 

• * 


. 



It wiU^be noticed that the over-allotments which practically in all cases, 
steadily mcreased from 1925-26 to 1927-28, have thereafter been drastically 
reduced tdl m the current year’s budget the total amount over-allotted is only 15 
lakhs as compared with nearly 18 crores in 1927-28 In preparmg the budget 
for 1928-29 in which year the over-allotment was just over 6 crorcs, we had 
begun to realise that the spending capacity of railway administrations had 
mcreased to a considerable extent since the system of over-allotment was first 
introduced and that this system had practically outlived its usefulness 

Mr Das — Reading this Appropriation Account, I find that the North 
Western Railway is doing very badly Its revenue is decreasing every year 
So one has to see whether new extensions are allowed on that railway I 
find on page 183 that there is an excess on the North Western Railway voted 
capital grant 

Chairman — 'We are dealmg with a system which is completely out ot date 
now On behalf of the Finance Department I have had to assume much closer 
contiol of capital expenditure than hitherto and new construction of any kind 
wull have to be very drastically curtailed 

Ml Das — Especially on those railways where the revenues are falling 

Sir Fredenc Gauntlett — The Committee might note with satisfaction that 
this question has already been taken up thoroughly 
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Chairman — That will be practically a commendation on myself We are 
going to confine ourselves to the paragraphs to which the Auditor General 
calls special attention leaving the Sub-Committee to deal with points not 
already dealt with 

763 Chairman —We ivill tuin to paragraph 11 of the Report and para- 
graph 9 of the Auditor General’s letter T think the Committee would like to 
hear what Mr Rau has to say on these points 

Ml Ran — The exeesses undei the other grants lequire some moie detail- 
ed explanation As icgaids Grant No 4, as I have already explained, I 
think the total expenditure should be taken into aceount and not the voted 
portion of it by itself If this is done the actual excess over the final grant 
IS about 12^ lakhs and ovei the oiiginal grant 311 lakhs The main reason 
for the excess w^as, I must say, that the Railw ay Boaid deliberate^ reduced the 
amounts provided in the budget undci this head in the hope that with further 
improvements in adimnisl-rative machmciy it should be possible to obtain a 
considciable i eduction in the administration ch.uges of railwajs w'lthout 
any loss of elficiency The total amounts asked for by railway administra- 
tions amounted to 13 crores 311 lakhs The Railway Board came to the con- 
clusion that after making due allowance foi additional appointments contem- 
plated at the tune and other items of expcndituie already sanctioned an ex- 
penditure of 13 crores 5 lakhs was what was more likely to be incuricd but m 
the hope of reducing cxpendit.urc by the mvestiaations they a^^ked raihvay 
adnunistations to make, they lediiccd this amount by 25 lakhs when ajiproach- 
ing the Assembly for a giant The total expenditure, as it actually happened, 
was 13 crores IH lakhs This must be attiibutcd to the fact that apart from 
the economies expected not being fully realised, a larger amount was required 
for new' items of expenditure not anticipated when the budget was framed 

The other giant which remains is No 14 — Strategic Lines — Revenue The 
total excess, taking voted and non-voted togethei i<j Rs 1,58,000 on a total 
grant of Rs 1,58,45,000 just undei 1 pei cent I am afraid I have no explana- 
tion to offei except that oui gue'?s proved wrong At the end of the }oar the 
North Western Raihvay Administration had asked for a total grant of 
Rs 1,61,55,000 and w'c allow ed them only Rs 1 ,57 48 000 as w e thought that it 
would be sufficient The total expenditure amounted to Rs 1 59,06,000 Both 
of us weie wuong, the only consolation being that we were nearer the final 
figure than the N W Raihvay 

Under non-voted, the increase under ‘ 11 -Miscellaneous” is in pension- 
ary chaiges wdiich w as due to the inability of the Cliief Auditor E B Raihvay, 
who keeps the accounts of these chaiges to give us a proper estimate 

Chan man — Is the Committee satisfied wntli the explanations (No 
questions w'eie raised ) 

764 Chan man — Paragraph 9 of the Auditor General’s letter, paragraph 
11 of the report 

Mr Ran — Our rules provide that no expendituie should be incurred on a 
work except in matteis of giave urgency before a detailed estimate is sanction- 
ed by competent authority But the practice of sanctioning woiks on estimates 
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sabimtted in abstract has been in existence for some years now, the mam justi- 
fication for this being that an attempt to prepare plans and estimates in full 
detail in such cases at the outset results in a great amount of detailed work 
being performed which is ultimately wasted either because it may be decided 
not to proceed with the work and to shelve ib indefinitely, or owing to the fact 
that as work progresses circumstances change and prices of materials vary, 
and it IS thus found necessary to modify the scheme both in detail and cost 
long before it reaches completion In both cases there is considerable waste 
of money 

I fully agree that detailed estimates should have been prepared in these 
cases very much earlier The North Western Railway seems to be a cons- 
tant offcndei in this respect, and I am going to take up the question with them. 
I am afraid that there is also some breakdown m the machineiy of the audit 
office as I understand from dates supplied by the North Western Railway 
that the Chief Auditoi’s objections for want of a detailed estimate were very 
late, and m a number of cases it was about 18 months after commencement of 
work that the first objection was raised 

I am not sure that I entirely agree with the Accountant General that 
detailed estimates aic particularly necessary on account of our present policy 
of obtaining a guarantee from Local Governments against loss on certam lines 
Here it is not the fact that construction starts without a detailed estimate 
that matters , the terms on which the construction starts are settled long 
before, and i\ e generally give the Local Governments a maximum figure of the 
amount that they would be expected to have to jiay in any year It is im- 
practicable to prepare a detailed estimate before we arrive at this figure For 
it may very well happen that a Local Government may consider the line not 
ivorth while on the terms we are prepared to offer it and the preparation of a 
detailed estimate w'oiild thus be a pure waste of time and money I agree fully, 
however, vuth the Auditor General’s comment agamst paragraphs 93 and 94 
that unusually careful abstract estimates of the cost of construction of such 
Imes should be prepared before the final fixation of guarantee bj' negotiation 
with the Proiuncial Governments and smce ordinarily the terms that we offer 
to the Local Governments provide that they vould have to bear the actual 
loss as shown by the financial results of each j^ear subject to a maximum it does 
not affect them veiq’' much if our estimate errs on the side of caution except that 
it may prevent some line being constructed which might have been started if 
we had been more optimistic So far as I have been able to ascertain it is 
practically only m the two ca'^es referred to m the appropriation accounts that 
our estimates have been far out In the case of other Imes constructed under 
a guarantee and already opened for traffic, viz , the Shahdara-Narowal 
Railwajq Cuddalore-Vriddhachalem Railway, and the Salem-Mettur Railway, 
the final estimate of cost differs very little from the origmal, and in one of 
these it IS, as a matter of fact expected to be less 

The Railway Board do not consider that the fact that in a small number 
of cases the abstract estimates have been seriously exceeded would justify 
them m giving up their policy of sanctionmg works on abstract estimates, and 
I do not think that the Auditor General wishes to object to that practice I 
may add that m the case of the ten lines on the North Western Railway 
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(Conuuercial Section) to winch, sanction, was given on abstract estimates since 
1926, the total of the abstract estunates amounted to 463 laldis and the total 
of the latest estimates of the cost of these lines amounted to 484 laldis, a 
difference of less than 5 per cent and of these 7 have been completed and 3 
only are under construction 

765 GMirman — ^Have you got anjd^hmg to say about that Sir Frederic ^ 

Sir Fiedenc Gmmtlett — My attitude towards estimates has always been 
rather heterodox My view is that it is entirely foi the administration to deter- 
mme what estimates they require before they accord sanction I also think 
that it IS necessaiy — once they have determined what estunates are required — 
that they should enforce those rules qmte strictly unless there is very serious 
reason to the contrary My general feeling is that you have a very elaborate 
book prepared as to the manner in wbich estimates should be prepared and yet 
those estimates are usually prepared in full detail practically after the vork is 
completed My humble submission is that the preparation of the estimate 
after the completion of the work is absolute waste of time and money, and yet 
I have seen estimates built up voluminously after Ihe things have been done. 
My point IS that the need for caution and thoioughness is before one single 
brick IS put on the ground or a smgle piece of v ood is cut 

Ml Ban — tFe are fully convinced that, except in cases of giave urgency, 
detailed estimates must be prepared befoie the consi ruction begms 

766 Si‘) Fiedcnc Gawitlett — ^^Vhy vas the Kangra Valley Eailvay work 
started before the detailed estimates veic ready'" 

Mr Ran — The reason vas that the Government of India vasm a great 
huriy about it They had piomiscd the Punjab Go\cinmcnt to have the line 
ready before the hydio-electric scheme vas completed therefore all the engi- 
neers worked at the highest jiressure they v ere capable of 

Mavlm Ahdtil Matin Chandhury — So you agree that before the cons- 
truction begins, there ought to be a detailed estimate '' 

Mr Ran — Yes I entirely agree with that Matement , oui lules also pro- 
vide to that effect 

7 67 Colonel Gtdney — ^You replied in ansv er to a question from Sir Frederic 
Gauntlett v ith leference to the Kangra Valle}’ Eailv ay that it v as the desired 
policy of the Government of India to expedite the work Is that the only 
reason ? 

Ml Raic — The expedition was due to the fact that the Government of 
India had agreed with the Punjab Government that they v ould finish the work 
eaily before the h3’'dro-electric scheme was completed 

Sir Fredenc Gauntlett — One point does emerge out of this Kangra Valley 
case and it is this If any real attempt had been made to prepare an estimate 
before the work had been started, would you ever have dreamt of startmg the 
construction of the work ivithout getting a guarantee from the Punjab Govern- 
ment After all, it is the Punjab Government who have got the railway and 
you have to pay for the construction of it 

Ml Rau — They pay a small guarantee 
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768 Mauhn Mohammad, Yahuh — ^You stated that the North lYestem 
Railwa)’' has been doing this sort of work for a long tune May I know if the 
Hallway Board has ever brought this fact to their notice, or was any pressure 
brought to bear on the Agent of that Eailway 

Ml Hail — ^M^e must have done so 

Colonel Gulney — Is it not a fact that they jiractically ignore your orders 
At least that is the current belief 

M? Ran — I thmk the Northwestern Railvay is as much under the 
Railway Board as any other railway is 

Maxthi Mohammad Yahuh — ^^Vill you supply our Sub-Committee with the 
mformation I have asked for ^ 

Mi Rati — Yes 

769 ilf? ^Gogij — I vani to ask 5 mu a general question You know the 
pohcy that has been referred to for constructing non-iemmierative lines That 
policy IS described in the Government of India Resolution ivliich is an appendix 
to the report of the Railway Boaid (The Resolution was quoted ) From the 
statement Mr Ran made just now* it was clear that a maximum Imut has 
been agreed to liy the Govermnent of India I w ant to understand hrst of all, 
how many such projects had been undertaken under a system of guarantee 
smce this Resolution was promulgated and what are the general terms of these 
imdertalangs and w*hether this particular fixation of a maximum is justified on 
the terms of the Resolution I have just now read out 

Ml Rail — I can have a Memorandmn placed before the Committee of the 
number of Imes and the terms on w hich they have been constructed I cannot 
tell them off-hand I think they are about 5 or 6 As regards the question of 
the maximum, it is a question of practical consideration We cannot ask any 
Local Government to give us a specific figure in this respect In actual practice 
we do tell the Local Governments what the maximum amount they will have to 
pay foi a line because the)'' have got to take the approval of their Legislative 
Council before they enter mto an agreement wntli us 

Ml Neogy — ^Have any rules been framed foi the purpose of determming 
the terms of such imderstandings between the Local Governments and the Rail- 
way Board W'hicli guide you as a supplemental y to the Resolution which I have 
quoted 

Mr Rau — We tell the Local Governments ‘ These are oui estimates and 
this IS the maximum on w'hich we are pic pared to undcitake the line ” Before 
such a construction is undertaken, it has got to be approved of by the Standing 
Finance Committee We also tell the Local Governments that this is the 
amount of loss and also the amount of guarantee that we propose to ask the 
Local Government to pay 

Mr Neogy — ^As a matter of practical politics could you not come to a sort 
of tentative understanding to start w'lth and then enter mto the formal and final 
agreement w'hen you have got your detailed estimates of the construction 
Caimot you defer the entering into the contract till you had the actual estuna’tes ? 
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Mr Rau— In that case we must give the Local Government the option of 
backing out of the contract, and if they do so, the preparation of the detailed 
estimates is a loss 

Surely the Provincial Government, if they want you to under- 
take the railway, ought to bear the cost of the detailed estimates 

Ml Rau — ^^Ve have not put it to them But I agree that is a reasonable 
proposition to place before them 

Ml Neogy — Supposing a particular Local Government is very keen on a 
particular line and you, from the first appearances, tlunk that it is not worth 
while taking it up Therefoie, unless you have a survey made, 3 'ou camiot form 
any estimate of any kind Now for the purpose of carrying out that survey, 
surely the Bail way Boaid incurs some expenditure AA^iat happens to that ? 

ilfj Rau — It is added to the capital estimate It is part of our work to 
survey lines which may be constiucted 

Jlf? Neogy — ^Even m that case the Local Government can back out and the 
cost of the survey v ould then fall upon you 

Sii Fredenc Gauntlctt — Is not the point very simple If a Provincial 
Government comes forwaid with a request for the construction of a line under 
guarantee, the intial expenditure incurred by the Eailvay Board ought to be 
borne by the Provincial Government 

M') Rau — I think there is another side also to that question After all 
the railway construction is not entirel)'’ an interest of the Local Government 

Mr Das — Wi .10 is responsible for the estimates — is it the Eailv ay Board or 
the particular railway line concerned 

3Ir Rau — The Eailway Boaid is lesponsible for the estimates because they 
examine them here with the aid of their technical advisers 

Chairman — ^As far as the Government of India is concerned, they must 
look to the Eailnay Board as being responsible If the Eailway Board have 
been let down by an Agent who has given them wrong estimates, they can come 
down on him 

Mr Das — But the Eailv.ay Board have also got then experts who 
supervise independently 

Mr Rau — They exercise suj)einsion , they do not go and examine the 
work 

Chairman — must confine ourselves to this particular case of the 
Kaujgra Valley Eailway, page 47, paragraph 93 Perhaps Mr Eaii might say 
something to enlighten the Committee 

Ml Rau — In this case I might preface my remarks with the observation 
that the matter has not come up for decision before the Government of India 
The Eailway Board’s report to the Government of India is being drafted 
The Eailway Board piopose to institute a further investigation to find out 
who IS responsible for the estimates and for the excess over the estimates in this 
case They also hope to obtain the assistance of the Auditor General in that 
mquiry because they are not quite satisfied that the Eailway Board have got as 
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much, assistance as it should have expected from, the Accounts Department 
The whole matter is under consideiation I have no objection to answer any 
questions that the members may like to ask, but I would suggest that it would 
be more proper if this matter were to be taken up next year 

Ohaxtman — ^WTiat I should like to loiow is whether m this case construc- 
tion was started before the detailed estimates were prepared 

Mr Rau — ^That is so 

Chairman — ^Is it a case of particularly difficult construction 

Ml Rau — It IS an extraoidmarily difiicult construction Our Director of 
Cml Engmeermg went down the Imein April to see if they had been extra- 
vagant m any part of the line and he is satisfied that there is no extravagance 
It IS a coimtry which is particularly liable to floods 

Chairman — suggest that the Committee might make certam observations 
about this I think we may say that we refrain from detailed comment until 
the matter has been fully investigated but that it is an obvious instance of the 
impropriety of startmg a project before the detailed estimates were prepared 
It is doubly or trebly improper in a case of this kind where you are not dealing 
with normal construction but where you are dealing with a line which you 
know IS gomg to pass through a very difficult country 

770 Chairman — ^Paragraph 12 of the report and paragraph 10 of the 
Auditor General’s letter 

Ml Rau — ^The two mam points raised are — 

(1) The reconciliation of the Stores Priced Ledgers with — 

(a) The General Books 

(b) The Depot Books and Ground Balances 

(2) The disposal of the 2,000 stock sheets referred to m sub-paragraph 3 

I have obtamed from the Chief Accounts Officer a statement showing the 
position as regards (1) on 1st July 1929 which can be summarised as follows — 

(I shall be glad to read out the report to the Committee if they desire) As 
regards the reconciliation — 

1 (a) above This is completed for Howrah to date and for all other 
Depots up to 31st December 1928 

1 (6) above Completed as regards Howrah except GB 4 up to March 
1929 For other Depots the matter is receiving special atten- 
tion. 

As regards (2), I am unaware how the Accountant General got the mfor- 
mation that the 2,000 stock sheets will be absolutely scrapped hlr Scott has 
mformed me there has been no such intention and an investigation has been 
proceedmg with regard to them and still continues 

The matter has been constantly engaging the attention of the Controller 
of Hallway Accounts and the Chief Accounts Officer, East Indian Eailway 
The latter has himself adopted special measures and employed special staff on 
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this work In March last or so opportunity was taken by the Controller of 
Bailway Accounts to place on special duty mainly in connection with this work 
a senior officer of energy and ability out of those officers of the Indian Audit 
and Accounts service lent to us by the Auditor General It is unfortunate 
that owing to domestic circumstances the officer had to go on leave and could 
not accomplish much If the Auditor General wdl lend us an officer whom 
Mr Scott and I particularly want, I propose to ask for him shortly — I am sure 
that by the close of the yeai or thereabouts the arrears will have been pulled 
up Apart from this stiengthenmg of stafi, etc , defimte steps have also 
been in force for some time now by means of which I have not the least doubt 
the Stores work of the East Indian Eailway will be set upon a thoroughly 
satisfactory basis in the course of the next six months or so 

IMr Scott has gone into the matter very thoroughly and he will be able to 
answer any questions that the members may like to put lum There is no 
doubt that there has been a lot of delay m the accounts offices But the stores 
accoimts were, I understand, m a terrible mess because of this general muddle 
Mr Hayman, who was Controllei of Eaibvay Accounts last year, said that he 
had no doubt that ceitain officers who were sent away by the Eailway Board 
were responsible for deliberately destroying all proper procedure, so that they 
could have an easy hand in whatever they wanted to do 

Sii F)edenc Ganntlell — I was going to suggest that your word “muddle” 
was very mild '\\ffiat has happened to those officers ^ 

Ml Pmu — They have been dismissed We have now put m a specially 
capable officer as Conti ollei of Stores of the East Indian Eailvay and to 
give him further assistance we have ]ust now placed on special duty Mi hleade 
who was very successful as Controllei of Stores on the Eastern Bengal Eaib^ay 
The Eailway Board is fully alive to the seriousness of the situation 

Chau man — I am sure the Committee vould like to hear what jMr Scott 
has got to sa}'' on the present state of aflairs 

ilfi Scott — I think that the disease has been a long sianding one and if one 
looks at the East Indian Eailway itseK, one is likely to remark that the disease 
IS possibly ehromc Bly oym view is to radically alter the present piocedure 
and to start machines We have tested this method of working Muth the 
machines on the North Western Eailway There is a mechanism in the 
machine which not only strikes on the card what the debits and credits are but 
it also automatically strikes the numerical balance or the monet-ary balance We 
have tested it in the North Western Eailvay andfoimd it perfectly ccononncal 
So that I have stated to Mr Kau that in the course of the next s'x months I 
anticipate that the actual results on the East Indian Eailuay mil perhaps be 
better than they have ever been I am carrying out this experiment on 
the North Western Eailway because the East Indian Eailway is in such a state 
that any experiment cairied out there at present would be of no value 

Maulvi Abdul Mahn Chaudhuiy — From when has this machme been expe- 
rnnented with on the N W Eailway « 

Mt Scott — ^From about April. 
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Maulm Abdul Matin Ghaudhury — ^Do you think that time is quite suffici- 
ent to judge ? 

Mr Scott — Quite enough 

Sit Frederic Gauntlett — as you say, the disease is chronic and of long 
standing it usually needs a suigical laufe to get it out Have you applied the 
surgical kmfe to the Stores Department 

Mr Scott — the Railway Board would authorise me to do so I have no 
objection You mean the dismissal of the whole stafi ? 

Sir Ftedettc Gauntlett — do not mean quite the whole stafi, but in view of 
the system of obstruction or worse about which Mr Raghavendra Rao defi- 
nitely hinted, do you not think it might be desuable to remove any members 
•of that stafi ? 

Mr Scott — I have left tentative instructions with the Chief Accounts 
Officer in respect of the present situation and in respect of the application of 
i;he surgical knife to which you refer 

Maulvi Abdul Matin Ghaudhury — Is it a fact that recently owing to the 
inadequacy of the machmes the N W Railway was mvolved m a loss of 21- 
lakhs If the machine is not working more accurately than the human agency 
is there any justification for mtroducmg machinery 

Ml Scott — I think that the whole question is coming up a little later 

Chairman — ^Is it a fact that there have been serious miscalculations t 

Mr Scott — ^A machme is just a human fabrication If it is out of adjust- 
ment or if there is w'ear it wall not give you accurate results Nobody working 
with these machines would dream of accepting the results they work out 
without a definite test In 99 out of a 100 cases it would work out acccurately — 
the hundredth time it may be incorrect But that is very carefully guarded 
agamst I have met people who have complained that the machine was making 
a mistake and adding nine or ten thousand to every item But the machine 
has to be looked after, it cannot work correctly otherwuse 

Ml Mitra — It can make mistakes ? Our idea was that a machine 
being an automatic thmg it could not make mistakes 

Mr Scott — It can, but any machme, lilce a motor car, can wear out 

Mr Miira — ^It can only be caused by the w'earing out of the machine t 

Chaittnan — If the parts are out of adjustment they may give you wrong 
figures 

Maulm Muhammad Yakub — ^If you take work through human agency you 
can fix responsibility , with a machine you cannot fix responsibihty on anybody 

Mi Scott — The machine is a very excellent detective medium 

Maulm Muhammad Yakub — ^But if the machine goes wrong t 

Chairman — ^You can check that on the machine You said hir Scott that 

ou have a check on the results given by the machme ? 
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Mr Scott —Yes Our test is of course a totals check, prepared quite apart 
from the machine, so that every machine process is again referred to the origmal 
totals 

Sv) F'lede^ ic Gauntlett — ^How soon would you find out a wrong adjustment « 

Mr Scott — At once At every step we have a test 

Colonel Gidneij — I suppose these machines have been indented for from 
some other coimtry where they work satisfactorily t 

Mr Scott — They have worked now for many years very satisfactorily 
both in America and m England 

S^r Fiedeuc Gavntlett — The Prudential Assurance Co has over 30 of these 
machines and has had them for a very long time Mr Scott, I think, ohtamed 
a good deal of his information from the Prudential 

Mr Scott — That IS so 

Chm') man — ^\Vell, Sir Eiederic are you satisfied that all action that can 
be taken is now being taken t 

Sii Frederic Gauntlett — ^Yes Sn The only statement which has caused 
me any disqiuet is Mi Eaghavendia Kao’s statement that in order to put 
matters right he would have to indent on me for special officers I think it is 
rather a commentary on the efficiency of the previous staff on the East Indian 
Railway I shall of course be only too glad to help him, but it is a commentary 
on the old staff that somebody should be brought in to put things right 

GJiairman — I think we have biought that commentary out in various forms 
already But you referred to the surgeon’s laiife and I gathered that no actual 
decision had been taken to make any wholesale change in the staff ^ 

Sii Frederic Gauntlett — I only made that comment after Mr Scott had 
referred to the disease being chronic 

Ghaiiman — But before Mi Scott used that expression had you formed 
your own diagnosis t 

Sii Frederic Gauntlett — It is not for me to make any suggestion of that 
sort Admmistrative action must go back to the Railway Board 

Ghaiiman — IVhat we want to get from you is whether you from your side 
feel that the criticisms that you have had to make on the state of affairs have 
not been properly attended to t 

Sii Fredenc Gauntlett — The only thing which I do not find precise is 
Mr Rau’s statement that in the depots outside Howiah the matter was receiv- 
ing special attention That is a beautiful phrase but I should have much pre- 
ferred the data as to the point to which reconciliation had been brought 

Mr Scott — They have not started as yet I mean there are very consider- 
able difficulties m the way of reconciliation They have done some parts of it 
They have reconciled their card balances with the general books , that recon- 
ciliation has taken place But the reconciliation of the depot books and the 
ground balances with the actual ledger balances has not yet taken place In the 
case of the depots other than Howrah the difficulty is that the accounts are 
rather m a mess They have been adoptmg different classifications to the 
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classifications in tlie general books, and similaily depots bave been issuing, as 
between tbemselves, different classifications 

Sii Frederic Gauntlett — How long do yon tbink it will take to put matters 
right ? 

Ml Scott — As soon as I am ready to introduce tlie new system In the 
case of Ho^vrab that mil be in tbe course of tbe next two or three months 

Sir Fiederic Gauntlett — But you have said that you could not possibly 
mtroduce an experiment on the East Indian Railway because the conditions 
were so bad there Will the conditions have improved sufficiently to enable 
you to make a complete change and intioduce mechanical accountmg ^ 

Mr Scott — I am not counting on any radical improvement I am count- 
ing on a little progress being made in pieliminary work such as getting the 
classifications unifoim Then I shall intioduce a new procedure 

Sii Fiedeuc Gauntlett — ^Doyou think you will get loyal assistance from 
people who are theie in the introduction of the new scheme t 

Mr Scott — If I cannot get it I shall have to import other staff I should 
think howevei that there is certainly a small proportion of men who would be 
useful and leady to v ork the new pioceduie 

Sii Frederic Gauntlett — Would you be piepaied to face that as a possibili- 
ty 

Mr Scott — I would, Sir 

Chairman — ^]\Ir Scott, as I understand it, you have leally agieed with Sir 
Erederic But I understood you to indicate that you weie awaiting sanction 
from the Railva)’- Board for the drastic action ulnch you yourself had recom- 
mended t 

Mr Scott — I have not recommended anything But the usual thing 
IS, when one displaces one method of work by another, such as the mtroduction 
of machines in this case, the normal proceduie is not to dismiss any staff 
which may be rendered surplus as a result of the change but to postpone rec- 
ru’tment until the surplus has been absorbed Now from the time I have taken 
charge I have been impressed generally with the fact that the staff on the East 
Indian Railway is not up to the standard one would wish As a general state- 
ment I think that is correct It has been a question with me as to how I should 
meet that situation The solution, I have now satisfied myself, lies in the 
introduction of an entirely new method which will gieatly dimmish the number 
of clerks which will be needed I trust with that diminution that the number 
we take ivill be thoroughly efficient 

Chairman — That means to say that in this case you do not nund departing 
from the general rule You were going in for large scale dismissals of staff * 

Mr Scott — ^If the Railway Board would approve of it I would certainly 
not be against a measure of that kind 

Chairman — I take it that the type of man who is going to be displaced by 
the introduction of machines would be quite a subordinate accountant or clerk 
But most of the faults of this are really due to the people at the top who are 
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not going to be afEeoted at all by tbe introduction of mecbanical methods lower 
down 

M'i Scott — I think the supervising stafi also will be subject to reduc- 
tion 

Chan man — Would you be able by cutting out the superfluous supervising 
stafi to retain a reduced stafi of good quality or would you have to remove the 
whole of the super-vusing staff and put in new people ? 

Mr Scott — have not come to any decision about the superior staff 
beyond what I have stated that it is a matter about which I have left tentative 
instructions with the Chief Accounts OflGicer, that it is occupying my attention 
and in a couple of months’ time I hope I can take definite action I have come 
to no definite opmion about particular officers 

Chan man — ^May we take it that the position is that you are yourself deter- 
mmed that the matter must be tackled drastically t 

Ml Scott — ^Yes 

Cha^') man — YTien you have settled on your plan you will tackle it, and so 
far you have no reason to think that your recommendations •will not be approv- 
ed by the Railway Board You have not so far put up any definite recommen- 
d.ations about the staff and about re-organising the whole system ^ 

M'I Scott — I have not put up any recommendation and I have not the full 
details as to the staff to be displaced — possibly about 30 or 40 or even 50 
per cent 

Chaiiman — What would that mean in numbers * 

Mr Scott — I should think the staff occupied there -will be about 120 

Sn Freda ic Gauntlett — You are only tallong about the Stores office ^ 

Mr Scott — ^Yes 

Str Fiedei ic Gauntlett — You want to keep that clear 

Chan man — That is really the bad black spot 

Ml Scott — I should explain that the difficulty m regard to stores work is 
not so much the work which responsible people have to do There is an immense 
amount of routine spade woik — various docmnents governing issues and 
receipts have to be indi'vidually posted into perhaps 50,000 ledger heads, all 
these have to be extracted and compared "with en'tries m another book, etc 

Chan man — I qmte understand that I want to get the general position 
I take it you agree "with the Auditor General for the need for drastic action and 
it IS simply because you want more time to study the situation that you have 
not yet taken that drastic action ^ 

Mr Scott — ^In the course of the next six months I am confident that there 
will be almost a model method on the East Indian Railway That is the main 
result to which I have set myself — to introduce a model procedure on the East 
Indian Railway 

Chairman — But ■will there be a model staff ^ 
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Mr Scott — Well I think there will he a perfectly good staff, if it cannot 
he got there, then from elsewhere, if the necessiuy is forced upon one to get it 
from elsewhere 

Maiilvi Abdul Matin GhaudJiwy — ^How have you found that 50 per cent 
of the staff are inefficient 

ilfr Scott — have not said 50 per cent , I may perhaps have to go further 

Ghai} man — What Mr Scott has said is that the introduction of mechamcal 
method would displace 30 or 40 or 50 per cent of the staff 

Sir Frederic Gauntlett — May I put it this way I think it is generally 
agreed that the admimstration of the Stores Department in the East Indian 
Hallway has heen very had from quite the top for-^some years past, and there la 
no clerical staff in the world that can work efficiently if the admimstration for 
several years has heen had That must make a staff inefficient I am only an- 
swering Six Chaudhury’s question 

Maulvi Abdul Matin Gliaudhurij — ^It appears to me that the inefficiency of 
the staff has come up m regard to the mtroduction of the machme, not before 

Mr Scott — have introduced the machme and experimented with it on 
the N W Hallway with a double purpose One was to see its effect there, and 
I have already seen that there are great possibilities m it even in an office which 
IS not affected as the East Indian Railway office is Having proved that, I have 
an implement with which I can make good on the East Indian Hallway But the 
staff being what it is — ^they have been bolstered up and special efforts have been 
made to improve the position -without any result — ^that is what made me say 
that the state was'chromc 

Kumar Ganganand Sinha — How long does it take to train a man to use the 
machme * 

Mr Scott — ^About three weeks 

Mauhi Abdul Matin Ghaudliuiy — ^And the approximate expense? 

Mr Scott — ^It -will be a large economy 

Chairman — ^What is the capital cost ? 

Mr Eau — ^We are hirmg the machmes 

Mr Neogy — ^How many types of machmes are in use ? 

Mr Scott — Of this particular kind, there are two 

Mr Neogy — ^Are there only two kmds ? 

Mr Scott — I am referring to a particular kind of machme Of other kmds 
of machines adaptable to office purposes there are very many 

Mr Neogy — Of this particular kmd there are only two kmds ? 

Mr Scott — ^Yes Two companies are dealmg in these particular machmes. 

Mr Neogy — ^Are we not bemg plaeed m a practically hopeless position so far 
as the supply of these machines is concerned, seeing that there is no chance of 
their being manufactured in India ? 

H62CPBrmD 20 



306 


Mr Scott — cannot look forward to the future They are manufactured m 
America and in England , 


Mr Rau — ^Last January we got a large reduction in the cost of the cards 
we use on them,' and the compames have, I thinlc, almost undertaken to try 
and manufacture the cards in India 

•- - I t < i- ^ 

Mr Das — have a question Is hot the defect m the Stores account due to 
the fact that your accounting stafi were subjected to the control of the Stores 
Officers over whom the Chief Accountant has no control * 


Mr Scott — Well these are men under the Chief Accounts Offi.cer 

, i - { j « 

Mr Das —But still, that difficulty arose because the Stores officials did not 
allow your accounting staff to function properly 

5 ' _ , 

Mr JScott — Well of course the staffs of the Controller of Accounts have 
greatly contributed and are still contributmg to the trouble 

, . Das — ^But IS it not due to the fear that if the Stores Officers report that 

they are doing bad work their promotion would be stopped ? 

, , Mr Scott — I know nothing about that, beyond the fact that a special com- 
npttee met when I was last m Calcutta especially to deal with this matter of 
wrong classifications and set it right 

, » 1 t - 

Mr Das — ^In the matter of promotion, are you guided by the recommen- 
dations of your Accountants only or also by those of the Engmeer or Stores 
Officers, etc ? 

> * f ✓ 

Mr. Scott — ^No, they have nothmg to say with regard to our staff 

Chairman — ^I think we have fairly well explored this question of the East 
Indian Eailway Stores admmistration We have had a defimte assurance from 
Mr Scott that the matter will be seriously tackled m the immediate future and I 
do not think we can say very much more about it now. 
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Evidence taken' at ,the fifteenth, meeting', of the Public 
Accounts Committee held on Friday, the 23rd August 
1929 at 11 a.m. 


Present 

(1) The Hou’ble Sir George Schuster, 

(2) ]\Ir T A K Shervani 

(3) Mr B Das 

(4) Ml S C Mitra 

<5) Kumai Ganqanand Sinh<\ 

(6) Maul VI Abduu Matin Chaudhury 

(7) Ml K C Neogy 

(8) Maulvi l\roHAM?,iAD Yakub 

(9) Ml K 0 Eoy 

(10) Lieutenant Colonel U A J Gidney 


Chairman 




Memhei s 


1 I , 

(11) Sir Frederic Gauntuett, Auditor General 

(12) The Hoii’ble Ml E Burdon, Financial Secretary 

(13) Ml G Kaula, Direetoi of Railway Audit 

f < 

(14) Mr A C Badenoch, Director of Commercial 

Audit 

I 1 t 

(15) ,Mr B Nehru, Deputy Auditor General 

Mr P R Rau, Financial Commissioner, Railways 
Mr "W H Scott, Controller of Railway Accounts 
Mr J A Tower, Director of Finance, Railways 


I? Were also 
I present 


1 

^ Witnesses 

J 


J * j 

Tlie Chairman read out the terms of reference to the sub-committee 
and also announced that the sub-committee would meet on the afternoon 
of the 26th and the mornings of 27th, 29th and 30th August 1929 


Mr P R Rau, Financial Commissioner, Railways, adverting to the 
infonnation whicli he promised to give regarding land acquisition proceed- 
ings in Nagpur said that the Agent in October 1923 explained that the 
owner of the pioportv had retired to England and that there was no one 
in India with full authority to act on his behalf Accordingly m oidei 
to avoid delay and _ complications which were liable to ensue if the land 
acquisition proceedings were left to follow the normal course, negotiations 
ncre opened with^the Solicitors of^Mr Reynolds But tlie matter was 
further complicated by the fact that Mi .Reynolds’ mental condition was 
such that a Receiver was appointed bv the CJouit and eientuallv negotia- 
tions Mere opened vith a representative appointed in Jndia with fuU 
pcwer'^ and the bargain was struck at Rs 1,75,000 which included the 15 
per cent compensation and it further included the cost of , extension, lent 
charges, etc The Railway Board agreed to it In May 1924 the Agent 
came to the Railway Board with a proposal to renovate the bungalows 
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at a cost of Rs 44,000 and tlie Railway Boaid liad no option but to sanction 
the renovation Tins hapiiened before the financial side of the Railway 
Boaid was strengthened in 1924 Mi Ran felt suie that those pioposals 
would be moie carefully scrutinised at piesent when the Railway Board 
had sufficient staff to cope with the work 

Ghauman — ^We cannot accept such leasons as the absence of people 
on leave as an excuse foi depaiting fioUi the piopei pioccduie laid down 
in land acquisition proceedings 

Page 7 {paiagraph 14) of the Report 

771 Mr Das — The Committee have to make a lecommendation on 
this subject There is nothing to be discussed now on this XJaraguiph 

Page 12 {paragraph 29) of the Report 

772 /Sm Fi edenc Gamifleff — I fake it that it is a iiiattei foi the Com- 
mittee dealing with the convention 

Mr Neogy — Having legaid to the veiy laige size of the Resene, don’t 
you think that a strong case is made out for reduction in lates and 
faxes ^ 

C/iai? man — That is exactly the sort of question which is being dis- 
cussed in the other committee 1 do not tliinlc it will be the intention of 
the Legislatuie that this question should be discussed by ti\o commit- 
tees 

773 Mi Das — In page 16, paragraph 35 of the Repoit oi the Public 

Accounts Committee on the Accounts of 1926-27, it is said “ We would 
also commend lor the consideiation of the Government of India the question 
whethei the Depaitment might not use its accumulations in the depreciation 
fund for avoidance cf debt ” This was with leference to the Postal 

and Telegiapli Depaitment With regaid to the Railways the leport 
gays — 

“We notice in this connection that the kindred question of invest- 
ment of balances in the railway depreciation and leseive funds 
IS uudei consideiation of tile Raihsav Depaitment ’ May I 
know what has been done in the matter ? 

Chaiiman — ^As the Committee knows the question of investment of 
the balances in the lailway depieciation and leserve funds is leally a ques- 
tion winch concerns the ways and means of the position of the Govern- 
ment I mean those funds foim jiait of the oidinaiy gov'einment balances 
and the result in practice has been they have been used for financing capital 
expenditure on railways 

M') Das — ^Would not the postal depaitment claim that the fund should 
be invested in the postal department because they aie paying a larger 
Intel cst when they boriow fiom Government I want to know what the 
views of the Government are if the postal department wants then depieeia- 
tion fund to be invested in reserves ? 

Chairman ^Wliat is exactlv'’ youi pioposal ? Do you suggest that the 
Government IS not allowing sufficient rate of interest on these depreciation 
and leserve fund balances that it holds ? 
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Ml Neogif ^What is the late of inteiest that is paid on this reserve 1 

Ficdeuc Gauntlett — I might say on that point that it has been 
brought out quite eleaily in Mi Jukes’ memorandum 

Chav man , — I forget foi the moment what the late of inteiest is. 
hat I would say is that the rate of interest to be allowed on these balances 
was, as fai as I know, an integial pait of the whole railway convention, 
and if you want the Government to pay a higher rate of interest to the 
raihvays, that I think would have to be taken into account with all the other 
terms of railway convention 

Ml Bate — It w'as not in the resolution itself, but that was the arrange- 
ment entered into bet'ween the Finance Department and the Railway Board, 
The arrangement was that the rate should be one per cent below the rate 
charged to the Piovmcial Loans Fund, the reason for that being that this 
was practically call money 

Ml Das — ^You have no statement to make on paragraph 35 of last 
ycai 's report ? 

ilfj Ban — This question is being considered by the separation com- 
mittee 

Chav man — ^It^s being regarded part of the railway convention which. 
IS considered by the other committee 

Ml Beogy ^ — Not the rate of interest 

Chav man — Yes, what ive consider is are the railways properly 
treated is the Government profiteering on railwmys ? This is one of the 
faetois in consider mg that issue 

Page 13 (paiagiaph 30) of the lepoit 

774 Ml Das — Against the Madras and Southern Mahratta Railway, 
the peicentage between column 'J and column 4 has decreased, while the 
surplus profit has increased Why is it so ” 

Chaxi man — Actually since 1925-26; it has not increased Of course 
there w^as a dilfeience w4iich would be accounted for by increase m capital 
at charge The percentage may be lower, but the total profit may be higher 
because the capital at charge has gone up from 44 to 53 eioies 

Sii Fiedenc Ganntlett — ^It is curious that between 1926-27 and 
1927-28 there w'as a drop of over nine lalchs in the net receipts and yet 
the suiplus profits paid increased slightly 

3It Ban — The surplus profits are divided after the interest payments 
are deducted from the net leeeipts But I think in 1927-28 there was a 
certain change in the division of the surplus profits between the Secretary 
of State and the Company which is given effect to in those yeai ’s accounts 
Formerly the wdiole amount of advances of the Secretary of State ivas 
profit-shaiing capital and it is now being treated as bearing interest 

Sv Fiedeiic Ganntlett — I will draw up a memorandum dealing with 
this question 

Chav man — On a previous occasion I asked for an annexe to the 
general report dealing with commercial undertakings I think w^e can 
get a much more instructive report on how the railways are really woiking 
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if 'ive aie to include m the report some sort of .explanation othei than that 
•which -vve aie no-^v getting from tins bare statement in the Accountant 
Geueial’s repoit 

Btr Frederic Gauntleit — ^It is very cuiious that the >ame questions 
ha^e been occupying the attention of Mr Kaula and myselE for about a 
yeai after a sciutiny of the Appropriation Accounts •which are iiublished 
f.n South Africa -They aVe most* compendious and I was veiy interested 
Jn them and studied them, veiy carefully \::^ut when -^ve came to investigate 
"the situation as .we 'did' veiy caief idly 'we found that in the Appro- 
jiriation Accounts was included a ebnsideiable amount of infoimation winch 
in India is spread ovei the Finance and llevenue Accounts which 
go to' Pailiament and in the annual Administration Report vhicli is pub- 
lished bj the Railway Board It is a Ciuestion of hoiv far it is desirable 
'to duplicate the ‘information which is available else'viheie Theie is always 
the problem as to whether the Appiopi ration Repoit in itself is to be a 
self-contained document at the expense of duplication oi whether ive 
should call attention to matters winch are dealt with elsewhere or omit 
to deal with those questions which are dealt with elsewheie I quife 
appreciate the point that if these matters are dealt -wnth in the Appropria- 
tion Accounts, they will be dealt with from a somewhat ditlercnt point of 
view from that which obtains ■when the Adiniuisti ation Report is being 
drafted I thinlr it is eminentlj'' a subject which^ wants much more 
thoughtful eonsidei ation At the same time I have on occasions found 
fault Avith some of mv ovn Aceoun'tants General for dnidication of 
W 01 Ic 

Chairman — I do not think I am suggesting duplication J am suggest- 
ing leally the piesentmg of a lot of information which is available already, 
in a form which will be easilj’- intelligible to the Committee Wliat I have 
been suggesting all along is that .this Committee besides dealing with points 
of linaneial irregularity in the accounts and such types of questions should 
at the same time leview the general woikmg results of the Government’s 
coromeicial undertakings in a much more detailed or rather in a more 
general way It should be able to make a general survey as to ho'\i eom- 
meicial undertakings aie running' 

Bi) Ftedenc Gannfletf — That ■will include a levie'w of thiee leais 

Chat) man — I want the Committee to have before it the soit of report 
which the Chaiiman of a public company gives the shaieholdeis at‘a 
general meeting, say, something -w'hicli reviews the general results That 
of coui^-e in this case, wmuld not be for the Accountant Geneial to prepare, 
but it ivould be for the department responsible to prepare, I suggest, in 
consultaliou with the audit side Of course, I have a second implication 
iWliat I am suggesting is that we want something, while we are considering 
commercial undertakings, which will be more up-to-date than these accounts 
that w’o are dealing with wdneh are always three years behind +he clock 

775 Ml Neogy — -I find that the fijrures nr the Administration Report 
differ considerably from the corresponding figures as given in the Appro- 
priation Accounts So it is very difficult to rely on the Administration 
Report In the case of the Madras and Southern Mahratta Railway, for 
instance, the capital at charge given in the Administration Report is 
^mtieient from that given in the Appropriation Accounts and similarly 
.tnere.are ,din:eiences inflie other figures* 
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M) Bail — The chief diffexence is due to the fact that in that Admin- 
istration Repoit Ihe exchange is taken at 1 shilling and'foui pence «ind here 
It IS 1 shilling and G pence It will be set light in the new Administiation 
Repoi t 

Sir Ficdaio Ganiiileti — I might mention, Sir, that one ot the most 
impoitant questions 'winch it is necessary to settle before the presentation 
of the figures is finally decided upon is still undecided, and that is, how 
aie you going to comeit money which has been spent m steihng in England 
into rupees foi aiiiMiig at the total fiauie '* I sent tornard certain 
proposals about that matter to the Railway Board some 21 years ago The 
question is ''most important in the case of railways, but it is a question 
which IS of considerable importance throughout a large portion of tlie 
Finance and Reyenue Accounts It is a general decision A\hich is reqtured 
more than a particular decision for the Railways only The principles 
that were agreed upon in England nhen the new form of Finance and 
Revenue Accounts was decided upon in 1921 neie that sterling money 
should be recorded in sterling and lupee inonej should be lecoidcd in 
iiipees and that no attempt should be made to combine the tno unless it 
nas really necessary But where it is really necessary the question as to 
lion it ought to be done is still unsolved 

Chan man — I did not knon that the general question w still outstand- 
ing and that j^ou weie asking for a definite ruling on it 

8v Fiedciic Gaunilcii — I did not ask for a definite ruling, but the 
question has been taken up on the Railway Board files and I assume that 
any principle that was accepted for the Railway Board i\onld be accepted 
as of general application 

Chan man — Are there any more questions on this point ? 

776 Mr Das — In this note A\hich Mr Ran mil submit to the Com- 
mittee 1 nould ask him to explain how although in the jMadias Southern 
M.ibiatta and South Indian Railway's the surplus profit had increased, in 
the matter of the Burma Rally ays it had decreased although the percentage 
of profit had increased The same also applies to the Bombay Baroda 
Rally av 

Mi Ban — I shall hare a memorandum on that pniifi cii dilated to 
iiiembeis ot the Committee 

Kiimai Ganganand Snilia — On the lines of the Auditor -General’s 
report ? 

M) Ban — As regards the note of the Auditor -General I should like 
to make one statement It seems to me that in comparing the different 
years it is better to take the appropriation to the depreciation fund than 
the actual expenditure' on leiiey'als and replacements yyhich raiies from 
year to year , and I find that if that had been done the general comment 
of the Auditor -General that there is a fall in profit in the ease of the 
three company lines yoiild not hare been correct In the case of the 
Bengal Nagpur Railrray there is a loss but it is steadily diminishing In 
3925 26 It yas 46 lakhs and 60 thousand, in 1926-27 it was 40 lakhs and 
45 Ihousand and in 1927-28 it yas 20 lakhs aild 31 thousand, and so on' 

Si) Fredeixc Gaunilcii — You say the result is that the loss is steadily 
diminishing but the figures as given in paragraph 30 shorv a profit 
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Ml Bau — It IS a loss if you take the appiopiiation to the deprecia- 
tion fund, instead of taking the actual expenditure on renetvals and replace- 
ments 

Sti Fi edei tc Gaunfleit — ^You could not depait from the contract and 
make a radical change in the method of calculation of surplus profits 

Chan mm r— What you mean is that in the Bengal Nagpur figures 
siipjilied here ^^e are dealing mth the actual expendituie on depieciation, 
and that has varied from year to year ? 

/)/? Bau— And varied considerably In 1925-26 the appiojiriation to 
the depreciation fund is 109] lakhs and the actual expendituie is 42 lakhs 
Next year the iiguies aie 114^ lakhs and 28 lakhs In 1927-28 the appro- 
piiation is 116] lakhs and the expendituie 57 lakhs 

Fiedeiic Gaimtlett — I think these figuies shon conelusnely the 
ineiit of the institution of the depieciation fund 

Ml Bau — So foi the puipose of compaiison I suggest that the 
Aceountant-Geneial should shov the figures of appiopriation to the depre- 
ciation fund heie 

S'ti Frederic Ghintlett — Mv submission is that in this lepoit ve must 
deal v'lth the facts as thev are, and these are the facts 

Chan man — Yes, but I think there should be a footnote to that because 
in this paitieulai ease a profit and loss account is being made up on quite 
a different principle from all the other cases 

Sii Fiedenc Ganntlcit — ^^Ye might have an additional column shoeing 
the lesiilts which would hare been aiiived at if the appiojiiiation to the 
depieciation fund had been taken instead of the actual amount spent on 
lenc'wals and leplacements 

Ml Mifia — If we take all these into account then the Bengal Nagpur 
Eailv ay v ill shov a loss ’ 

Ml Bau — ^Yes 

Ml Das — In that ease how are thei entitled to sliaie in the surplus 
profits 9 

ilf? Ban — ^Undei the eontiact 

Clumman — They are working on the basis of actual expenditure and 
not on the proper theoretical appropriation that ought to be made "We 
aie going to suffer for it now 

Si? Fiedeiic Gauntletf — Considerable light is thrown on this question 
in paragiaph 41 of the report and the statement on page 22 

M) Das — This is a new statement which has been introduced this year 
and I hope the Auditor -General will continue it every yeai 

Pa?a 3i cf the Bepoit and paia 16 of the Audit oi -Genei aVs leltei 

^ in Mi Bau — The statement made in sub-paragraph 2 is rather more 
deiiuitc than (ne Eailva'i Board would commit themselves to 

Knmai Gangarand Sinlia — I should like to laiow why the reduction 
ol fares did not stimulate traffic on the E B and B N Railways 
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ilf} Bau — In the B N Railway there was no i eduction in fares In 
the E B Rail cc ay in that yeai, so far as I lemeinbei the i eduction was only 
inalang third class mail and ordinal y fares the same 

M ‘1 Das — I have to laise one point about the N W JRailwaj’’ I find 
that there was no increase in the number of passengers Gained 

Mr Bau — That is the effect of growing motor traffic 

Ml Das — We have to see to the general administration of that railway, 
and in paragraph 39 it has been mentioned that on the N W Railway 
“ file increase in earnings is mostly due to the developmeiit of long distance 
tiaffic, the actual tonnage earned being however less than in the previous 
year ’ I am only pointing out that that i ail way is making a lesser profit 
and so the Railway Bo^iid should be careful to see that they do not un- 
necessarily iiici ease » the capital of that railway because that railway is 
always running at a loss 

Mr Bau — I cannot see Iron the admmistiation can be held responsible 
foi the actual tonnage being less or the actual iiumbei of passengers being 
less 

Mr Das — If you reach the maximum of passengers and the maximum 
tonnage, it is no use luci easing youi mileage wlieieby you iiiciease the 
capital expenditure but you do not increase youi revenue 

Chairman— J think each extension has to be considered on its meiits 
If it happens that there is a big area r.hich can be dei eloped I do not think 
we should condemn it because the N W Railuay is showing slightly worse 
results than other railways 

Mr Neogy —When j on consider the case of the A B Railway, it was 
a losing concein for manj years It is because of the new extensions that 
it IS showing some little profit now and the new extensions have proved 
profitable 

778 Colonel Grdney — In viev of the iiicieasmg motor transpoit on 
roads, what steps are being taken to help the railways " 

Chairman — That is a question of general policy which the Railway 
Boaid ale now eonsideiing As a matter of fact I think I am correct in 
saying that the railways at inesent have not got statutory powers to lun 
motor tiansport This question is a very important one We must see 
that the railways in India do not get to the same position as the railways 
in England liaye saddenlj found themselyes in, that is, that they are up 
against a yery serious form of competition which is leallj’- being subsidised 
out of public money because motor tianspoi t does not contribute a fair share 
to the upkeep of roads That question is one which arises in connection 
with the whole load policy of Government I do not think we can discuss 
it now but I just menhon it as illustrating one of the remarks that I made 
yesterday It is a quesUon of general policy on which the Finance Member 
ought to confei with the Coinmeiee Member 

Sir Frederic Gannilett — This point is leferied to in paiagiaph 38 of 
the lexrort 

Chairman — \ think the Public Accounts Committee could quite use- 
fully comment on the fact and suggest that the time has come when the 
Railway Board rvhieh is lesponsible for the management of the railways 



314 


should considei the iaiiAvaj’' policy in i elation to the possible competition 
of niotoi transport ’ *11 

Kumai Gangmiand Sinha — I think in England the railways ar-« 
running motor buses 

f 

Chairman — Yes 


Kumar Ganganand Bmha — The lailways in this eoiintij may also do 
Ihe same thing 


Chaii man — That would be the sort of thing thej'^ will have to consider. 
But foi the present 'we vill mak6 a geneial lecommeiidation of that kind 


Pai a 37 of ihe Bepori 


Si) Fiedenc Goiinliett — ^Detailed comments on this statement aie con- 
tained ill paiagiaphs oS — 40 

779 Ghaiiman — This is a statement vliich it is someiiliat useless to 
study now as thej ’- 1 elate to things that happened two yeais ago Would it 
be possible to Dung this statement up to date in the repoit and give the last 
year's figures as well ^ 

M) Kaula — ^Not when the lepoit is ■\iritten 

Mr Bau — We could piobably cii dilate a memoiandiim just befoie the 
meeting of the Committee ' ' 

M) Dos — I find that the company-managed lailvays aie doing bettei 
as regal ds passenger and goods tiafSc So I think the Raihiat Boaid 
should considci ivhethei the company-managed lailua^s sJiould not reduce 
then lates and ii eights and bung them to the level of the State-managed 
railwaj^’S I lefer paitieulaily to the B N Bailuay 

M) Bau — That is not quite coiiect They have been 1 educed The 
M and S M Raihvay for instance 1 educed its lates in 1927 ' 

Si) F)edcnc Gaunilctf — The two lailwavs with which we are niosllv 
concerned aie the E 1 and B N Railways The B N Railway in ei eased 
f ’ oin 24 5 to 25 8 , the E I Railu ay increased f 1 om 72 to 76 3 So the 
me? ease on the E I Railv ay n as more than on tlie B N Railu ay 

M) Das — That is due to the 1 eduction of rates But the lates on the 
B N Railway ha\c not been 1 educed 

‘ t 

780 St) Fiedeiic Gauntlett — ^hli Ran, is it possible foi you to foiee 
tlio lailway eomjianics to reduce then rates ? 

M) Bau — believe, ue are tijung to peisuade the N Railvay to 
reduce its fares 

M) Neogy- — Aic a’Ou not tiying that foi the last thiee 01 foui rears • 

Ml Bau — 1 liope tlicie is some chance of success We could indireetlv 
foice them bj^ 1 educing the maximum ' 

31) Neogy — Do j on presciibe a maximum sepaiately foi each lailwav 
01 IS it unifoin. 

M) Bav — It is uniform, but there are feu exceptions foi special lines 
liice the Kalka Simla Railway 

M) Boy — Would a on like a revision of the Indian Railways Act m 
that'iespeet ^ 
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Ml Snu — lev.sion of tfie Act is undei consideration 

V ( ^ ^ 

Ml Das — I liope the B N Raili;vay will reduce tlieir rates foi the 
benefit of Go\einnient as well as the passengers 

Mr Ban — The whole question is whether it would be a jiaying pio- 
position to reduce i.ites on the B N Railway because even now it is being 
run at a loss so fai as Go's eminent is concerned 

Mr Das — I’hat is due to mismanageinent for so many years 

jSu FieCieiic Gcuaileii — The Railway Boaid caunot force a eompanj’’ 
to reduce its rates except by a reduction of the maximum fare ' 

M'l Ban — The maximum rates on all railways, except hill railways, 
aie unifoim The relevant clauses of the contract wnth railways are — 

" Tlie Secretary ot State shall from time to time authoiise maximum 
and innrimum rates within which the Company shall be entitled 
to charge the public for services rendered bv way of or in con- 
nection -with the conveyance of passengeis and goods on 'the 
nuclei taking, and shall prescribe the several classes and desciip- 
tioil of passengers and goods to which such rates shall be re,s- 
liectivelj' <ij)]ilicable’as well as the 'extent to which 'svithin the 
inaxiina arid minima so authoiised the Companj' may vaiy the 
said rates in lespect of the distance or weight oi special condi 
tions uirilei' which such conveyance takes place or services aie 
rendei ed 

The Seeietaiy of State shall give the Company not less than three 
months’ picMous notice in writing of his intention to make any 
change in the rates or classification so authorised and prescribed, 
and unless the Company shall assent to such change it shall not 
be opeicdive until the expiry ot the said notice Piovided 
that ■\Vheri the Secretary of State shall declare that a change iS 
necessary to meet a public emergency it shall suffice foi him to 
gi’\e sircli shorter notice as he shall consider iCo^onable ’ 

781 If} Neogy — IVhat is the position of the Rates Ad\isoiy Com- 
mittee AVitli refer ence to the question of fixation of faies and rates on 
company lines " It cannot give any decision Athich w ould be binding on the 
companies ^ 

Ml Ban — ^No 

Ml Neogy — Supposing the R^tes Committee recommends a leductioo 
of fare in the case of a company line, hoW do you see it is earned out If 
the Raihtay Board agiees with that recommendation 

If} --Clause 31 gives the answer to that ciuestion It runs as 
follows — ' 

" The company shall not as between members of the public make or 

• give any uridue or tinreasonable preference oi advantage to or 

in faAOur of any particular person or company or any particular 
description of traffic or subject any particular person oi com- 
pany to any undue or unreasonable prejudice oi disadvantage 
The SecK'tary of State shall have absolute power for the purposes 
of lias seel ion to decide whether any piefeience, advantage, 
prejudice' or disadvantage is undue or unreasonable 
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Ghaxunan — But tlie powei to fix maxima and minima gives you a 
powerful level 

2Ir Bau — ^Yes , but it is so powei ful that it is haidlv e\ei exercised 
except as a lever 

Chau man — It looks fiom the contract as if the Seeietaiy of State 
has got absolute pov.ei in the mattei 

JUr Boy — ^What is the position under the Eailvavs Act as regards 
maximum and minimum lates and faies ? 

Mr Bon, — I do not lemembei the Act myself I cannot possibly 
answei that question offhand 

Chau man — The only thing that the Committee can possibly say is 
that in view of the powei s which appeal to exist in the agreements with 
oompany-owned lailvays the Railway Boaid ought to follow a definite 
policy of adjusting lates on company-managed lines to lates on state lines. 

ilf? Ban — That is not always possible , as a mattei of fact it must 
depend on the condition'^ and financial piospects of that line and all that 
soit of thing Mr Pas s point is that by i eduction of rates we could get 
inci eased earnings 

Mi Da ^ — That IS one of my leasons The B N R has nevei i educed 
its rates 

Chau man — We might add “ unless theie are economic leasons to the 
nontiary ” 

lili Boy -Might I suggest a leeommendation that this miglit be eou- 
sideied in connection with the levision of the Indian Railways Act wdiich 
IS now^ befoie the Railw’^ay Boaid — ^the question of adequate poweis ? 

Ml Bau — We liav^e got adequate poweis now, I think 

Para 19 of the Anditoi GeneraVs Jetiei 

782 Chau man — What have you to say as legaids this ineiease in fuel 
expenditure ’ 

If? Ban — The fuel ehaiges have incieased but as a mattei of fact 
thoie has been no inciease in the consumption of fuel pci tram mile I 
thiiifc in compaiing figures it is leally the consumption of fuel which ought 
to be eonsideied and not merease in chaiges because chaiges include fi eight, 
and the explanation of the B N Railw^ay is that the total fi eight chaiges 
on luel weie inereased duiing this yeai as a largei quantity of fuel was 
tatam fiom then joint collieiies at Sawaney 

Chau man — This again is the soit of figuie which one would like to be 
bi ought up to dale when w'^e aie discussing the question 

Knmai Ganycnand Suiha — ^What about the Buima Railways (paia 
77) " 

Ml Ban — I take it that the consumption of fuel is also highei 

Chau man — The consumption has also gone up theie ^ 

Mr Bau — It is a very slight increase The fuel lefeiied to theie is 
wood fuel 
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Ml Neogy — You say tliat the freight ehaiges on coal account for 
the increased cost •\\hv should you not purchase coal in the most favoiu’- 
able market ’ 

Mr Eav — Tins ^ Cai over three-fifths of the coal foi State Eailwa'^ s 
was taken fiom the iiublic 

Kumm Gangancml Smha — But what about the remarks in para 44 " 

Mr Bail — The chaiges have increased but not the actual consumptiou 
in pounds pei train miJt in fact they have economised 

CJini'} man — Is +he B N Eailway woiking entiiely on coal produced in 
their otvn collieiies ? 

Ml Eau — I am nor suie 

Chattman — Would it not be bettei to chaige the cost of the coal pio- 
duced at the B N Eailway ovned collieries at the fair market price of 
coal "i 

Ml Neogy — Hate they any eommeicial accounts ? 

Mr Eau — N'e hope to have our departmental colheries on a cost 
accounting basis this yeai, but it will not meet Mi Neogy’s point as legards- 
other collieiies as v e cannot impose upon company-managed railways our 
system of accounts , once we start a real commercial system of accounting 
in our railway collieries, other lailways will probably follow suit but till 
we set our oun house in order we cannot leally compel othecs to do so 

Chav man — I think ve might note that it is a very unsatisfactory 
featuie in the accounts of the B N Eailway that appaieotly the loss on 
working their coal mines is being boine by the railway accounts 

8v Fiecleiic Gaunilett — The report as piesented does not indicate 
whether the actual results of running the B N Eailway collieries come into 
the accounts of the railway itself I cannot see for a moment where else 
they could come in 

Chav man — Why has the cost of freight gone up ^ 

Mr Eau — ^Becau^-o of a longer lead they are taking it from more 
distant collieries and the distance to the loco sheds has been greater 

CJicm man — I think you make an economic mistake when ^mu say that 
the cost of coal has not gone up because the cost of producing coal includes 
the cost of bringing it to the place where it has got to be consumed 

M‘> Eau — The cost at the pit’s mouth was lower than in the previous 
year That is uhat I meant The whole question was that there was a 
longer, lead and we cannot take it as entirely a loss because the railway 
piesumably got the freight It is only the additional haulage involyed 
that slnmld be taken 

Kumar Ganganand Binha — ^How does the matter stand now ^ Are 
they continuing to take coal from distant places ’ 

Mr Rail — I do not know about the folio-wing year 

Chav man — I suggest that the conclusion is that whatever the actual 
facts are, the commeicial results of running the B N Eailway aie being 
complicated by the fact that the Eailway are using their own coal and it is 
possible that the railways are being made to show worse reft.ults in order to 
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ayoid showing a loss on working the coal mines , and it is a subject which 
should be inquired into and the accounts of the coal mining undertaking 
ought to be kept on a proper commercial basis and that the B N Eailway, 
as a railway undertaking, ought not to be charged by the B N Eailwav^ 
coal mming undertaking more than a commercial rate foi the coal which 
it uses 


Paia 20 of the Auditoi General’s leitei 

783 Chan man — Have you anything to saj'- on paia 20 of the Auditor 
Heneral’s letter ? 

Mr Ban — The Auditoi General’s suggestion has been given .effect to 
Sanction w^as asked toi on the. 18th October 1928 for the extension of. the 
Chief Gommissionei s appointment and the sanction, dated the 3rd Deeem- 
bei 1928 w'as leceived on the 24th December 1928 

iff? Das — Why did you take one yeai to write to the Seeretarj of 
State ^ 

Ml Ban — The ease is the peisonal case of a high ofiSeer and such' cases 
sometimes get stuck in still higher quarters 

1 ^ f 

Ml Das — Was it in the Eailway Board or in the Finance Department ? 

iff? Baxi — The Finance Department has nothing to do wdth it 

iff? Bhervam — Does it not mean that you can give an extension to 
your own officers without any legal authority ? 

iff? Bail — It was not given by the Board , it was given by the Govein- 
ment of India 

Kiimai Ganqanand Stnha — Can you give an assurance that' such a 
thing wall not recur ? 

iff?’ Ban — I hope so, but obviously I cannot give an undertaking 

iff? Boy — ^You will admit that pt js not a matter for the Eailway 
Boaid itself but for the Governor General in Council 5 

iff?” Bau — Yes , 

t ♦ t 

Paia 28 of the Auditoi General’s lettei 

784 Chan man — We next come to paia 66 of the Eepoit — ^para 22 
of the Auditor General’s lettei 

iff?* Bau — This was a case wffiich I settled in Calcutta wffien I was 
there last w'( have issued instructions I understand that the figure of 
Es 15 mentioned heie is a mistake The Agent explained to me that as 
a matter of fact no loss was incuried because he had got leduetious in 
rates that eontiactois charged , but I told him it was noi; possible to set 
off one against the oilier and that it was much bettei to pay the contractor 
the proper rate and charge him proper rent , he has accepted that 

iffr Das — I ha^ e one general observation to make, that Ibis strengthens 
the Public Accounts Committee’s recommendation and the Auditor Gene- 
ral’s demand that the Government Examiner’s staff should be strengthened 

Chairman — 1 am very gla^ to accept that observation 
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Pat a S3 of the Auditor Genet aPs lettet 

785 Eumat Ganganand 8mha —Is tlieie any otliei laiiyay m 'wiiicli 
the Cash Department is worked by contiact ’ 

, Mr Bau — Ye', , the Noith Western Eailway — and veiy satisfactoiily 
too, I undeistand 

Colonel Gidney — Is it youi desire to introduce it m the E I R too ? 

Mt Bau — It depends on the results of tlie tendeis we have called foi 
if we can get a leliable contiactoi and if ue find that the cost would he 
much less than our cost at present, running it departmentally, I suppose 

it would he in the inteiests of the lailway to do so 

^ 1 

Kumar Ganganand Sinlia — How' long has the contract system been 
worked on the N W R ‘i 

Mt^ Bau — I cannot say exactly it has been worked for years 

Mr Boy — ^^Vhat is the practice in othei eountiies " 

Mr Bau. — I do not know 

, Mr Mitt a — ^As regards reliability, it might be eiiougii if we demand 
a larger security ,? 

^ Mt Bau — I think on the E I R we aie asking for two or three lakhs 
of lupees deposit as security 

Mr Boy — ^What is the practice in the Cuiiency Department ^ 

- Mr Bau — ^It IS departmentally worked, but in the Punjab and the 
United Piovinees tieasuiies, I know theie aie contraetois 

Mr Boy — ^T)o you consider the system wholesome ^ 

r ^ ^ 

Mr Ban — The Railway Board has decided to caU for tenders 

Colonel Gtdtiey —The Auditor Geneial remarked that ample action had 
been taken m the matter I have just looked at this and find thatrth^ 
action-, consisted of the officer being , allowed to resign, and his giatuity 
forfeited which means that he received his provident fund and his bonus. 
Am 1 right ? 

\ ‘ 

Mt Bau — ^Yes, that is correct 

Mr Das — The offence seems to have been serious the man entered 
the strong room without witnesses and allowed certain records to be 
removed 

Ifr Bau — The question wus carefully considered by the B N R in 
consultation with their legal advisers and it was on legal advice that it was 
decided to allow him to resign on forfeiture of his gratuity , they found 
they could not substantiate a case for criminal prosecution The solicitors 
of the B NR are Messrs On Dignam and Oo As a matter of fact the 
original intention of the B N R and of the Railway Board was to take 
more severe measures, but after takrng legal advice they decided that this 
was the best they could do m the circumstances 

Mr Das — The only point that arises is that the chief auditor,, of 
company-managed railways cannot be relied upon and it shows that there 
shoiiid be more scrutiny 
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Ml Ban — We ]la^e Ilo^\ changed fiom the contiact to tJie depai tmentdl 
system theie 

Ml Das — ^Bnt now 3 on aie going hack to the contiact sj&tem on the 
E I R ? 

Ml Ban — ^Because the sj’-stcm is not bad in itself and '«e ha\e very 
sati&factoi^' experience oi it on othei iaih\a3"s 

Mr Das — ^Yon ha^e not taken the .idviee cithoi ot the Finance Depart- 
ment or the Audit 01 Geneial in the mattei 1 

Ml Ban — We do not nsnalh take the adiiee of the Auditor Geneial 
m questions of adimnistiation 

Ml Das — ^Yon might do so 111 tiding to iiin laihiaj" accounts 1 

Ml Ban — ^We have got ':ufllcient expeiionco of the sjfetem on the 
N W K and which was undei the Auditoi Goneial’s contiol till leecntlj- 

Manlvi Mohammad Yaluh — Is it not pioper that such a fundamental 
Iiolicj' of financial contiol must he lefeired to the Finance IMembei, if the 
financial policy of the Go\crnment of India is to be conti oiled b}' the 
Finance Department ? 

Chav man — ^It is not a question of fundamenlal policj’ , it is a question 
of administration and a question of eeononn , it is not a question of policy 

Sv F.cdeuc Gannilcit — It is not that this pioses the inhciont nn- 
soundness of the S3’'stem of contractors, but the fatal lesults that m<iv liappen 
if 3’’0u haic a Chief Auditor who eannol be relied upon 

Maid VI Ahdul Maim Chaudhuuj — If the si'stem is not at fault, why 
did 3'ou change the sastem " 

Ml Ban — That was the advice of the offieei wdiom we sent down to 
stdit an in\cstigalion into this affair and they boirow’ed from the GIF. 
Railwa3^ which is w 01 king on the depai tmental svstem thcir cashiei who 
had expel icnce of 3"eais and he was enti listed with the dut3’- leorganismg 
the whole system D is piobabl^” a case of the burnt child dieadmg the 
fire , natiirall3’’ if 1011 haie a bad expeiiencc of one si stem, you would try 
anotliei 

Sv Fi(dciic Gaunihtt — Once 3'0ii ha’ie a subordinate establishment 
which lias been subject to iinfaii temptation the only thing to do is to get 
lid of the establishment and stait anothei 

Chan man — I suggest we cannot now enter into a geneial discussion 
on the question of ihe SAstem of running our ticasiirics We aie really 
conccincd with this paiticular case and aie satisfied that the action taken 
was as scveie as it could be I do not thinlc therefoie there is nnythuig 
more to be said If the Committee wants to laise discussion on the geneial 
system of running treasuries, thej^ must take another occasion foi doing 
that 


Paiagiaph 32 of the Auditor GcnciaVs lettei 

786 Chaiiman — Paiagiaph 32 of the Auditoi General’s lettei, pages 
49-50 This refers to the inclusion of the balances of m<itei'ials lying 
unused at the site of the works in the annual return of stores An explana- 
tion was iuinished and we were satisfied with it. 
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The next question is tlie extension to othei Railivayjs of the piocediire 
oi the N Ilail'vay where stoies issued to sheds for leveaiio repaiis 
foim pait of the stoies balances 

Ml. Ban —1 am afiaid I have not been able to tiaee the lettei of the 
Piiectoi 01 Eailway Audit on that point in which we refused to agiee to 
these 01 del s being extended to otliei lailways My peisonal opinion is in 
favoui of such extension 1 shall look into the question and see that oiders 
aie issued 

Choi), nan — That is satisfactoiy The Auditor Geneial saj^s “ I do 
not eiitiieh endoiso the comments i elating to the East Indian Railway 
etc ” 

8ii Fiedeuc Gaunllctt — The point is that uhen Mr Heseltme went 
to tlie K 1 E he found that the whole system of the purchase of stores on 
the E I Railway u anted ladical leoigaiiisatioii What thej had been 
doing uas piactically pui chasing fioin hand to mouth foi almost day to 
day at letail puces things which ought to be bought in lump for the 5 ^ear 
If 30 U take advantage ot the nliolesale lates and pin chase in laige quanti- 
ties natuially you must have an ineiease 111 the stoies balance and to tlie 
extent n is due to that cause, I regard it as wholly propei 

Paiagiaph 33 of the Auditoi GenaaCs lettei 

787 Chav man — The next paiagraph is paiagiaph 35 of the Auditor 
Geneial’s lettei 

Ml Ban — As legaids ( 0 , I undeistand that the delay m the final 
cx-l(>nsion of the siding was due to delay on the pait of the Foiest Depart- 
ment of the Buima Goreinment in opening up ceitain foiests The poition 
■\\h'rh vas not aftected by that was completed '\ithout delay As legaids 
(i«) fiom an extract of a contract sent b}’’ the Agent it appears the leveise 
lb The case Sleopcis dcliveied at the siding had to be charged at Rs 2-4-0 
and those on the mam line at Rs 2-8-0 The Agent reports that the sug- 
gestion 111 the Accountant General’s Report that the i.dte for sleepers 
delneied alongside the main line uas raised to bring it up to that of sleepers 
delircied at the siding is not correct The increase nr the rate is due 
to ineiease of Government royalty (m) The inference that the siding 
was laid more to enable the sleeper contractor to develop his own contracts 
who utilised Ins own mateiials moie in his own interests than in vhe 
intojcsls of the laihvaj’’ is stated by the Agent to be negatived by the fact 
that tb( foiests served by the siding were the piopeities oi the Burma 
GoAeinujent and the right systematically to exploit them ’vas put up to 
opcii lender by the Government after the siding had been constructed 
blcepeis were actually purchased from tlic'-e foiests at approximately 
Re 1 less pei sleeiiei than the pi ice leeoramended as a fan price by the 
Sleeper L'lrqmiy Committee The Agent says that from no otliei souice 
could they hare got this quantity at the same 01 lower price (w) As 
legal els the compensation, it was laid down in the contract that any increase 
in Ihc Gcveinment royalty was to be a charge against the lailwa/ The 
Forest Department increased the lojmltj'' on the sleepers and this involved 
an additional paj merit to the contractor (a) Public tenders were not 
called foi but private enquines weie made both in 1923 and in 192G and 
tho lau's quoted were as high as Rs 3-8-0 per sleeper and very much higher 
ilian what is eren norv being paid The Agent says theie is no advantage 
in ca'ling for tenders as the rvhole aiea served by the siding is held on 
H62CPBFinD -1 
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lease fiom Government by one timber meiebant ivlio secured tlie lease on 
open tonclei subsequent to the building of the siding 

iiy? Dai , — ^Beioic the Accountant Geneial made these obseivalions the 
Goveinmcnl Examinci of Accounts must have consulted the Chief Accounts 
Ofhcci ol the Buinid Railways Why did he not do so 

M'i Uau — That staits on the assumption that the Govcmment 
E^amniei must haAc consulted the Agent I am suie it would be belter 
It the Goa eminent Examinei and the Agent send us an agreed A'eision of 
these eases Sometimes the explanations of the Agent and the Aeision in 
th’S re]joit seem to be so Aeiv diveigent that tlicA look a-^ i" tney are 
talking about difteient eases In this ease, it is difficult without going to 
Buniia and making a pewonal enquiiy to find out the xeal facts of the 
mattei 

Che h man — Was an attenijit made to get the infoimatioii from the 
Agent ' 

iU? Kanlu — The lemaiks iveie sent to the Chief Accounts Olficer and 
he should liaie made am' statement that he had to make If the facts 
stated HI the Goveinment Examinei ’s note Aveie Aviong, be should have 
ehallenged them Quite apart fiom that, this lepoit ivas prcpaied many 
months ago and theic was plentv of time at the disposal of the Chief 
Accounts Officei to make anv statement 

(Utavnian — On the face of it, the explanations wdiich we have heaid 
aic sauslactoiA Thei answei all the points But this seems to be one 
of the eases ivlieie theie is lack of co-oiieiation between the Examu'oi and 
the C omjiaiiA ’s anditoi s 

Sv J'iedoic Gauniletl — So fai as this paitieulai case is concoined, 
11 IS useless pni suing it because the company has now ceased to exist and 
th'' In 1 has been taken ovei bv Goveinment But as to the geiieial lela- 
iions between the GoAcinment Examiuei and the Chief Accounting Officei 
of the Railwav, len impoitant issues aie laised 

C lull) man — I think we might lecommend that thn case should be 
examined , it might thioiv light on the lack of co-oidination 

Bii F'edeiu (xaunUeti — I suggest that this question should be dis- 
cussed in detail between the Diiectoi of Railwmv Audit, the Conti oliei of 
Raihvay Accounts and tlie Eiiiancial Commissionei We are agreed that 
it IS quite useless when the facts lepoited by the two sides are diametiically 
opposed 

Chat) man — ^Let us make a note of that and folloiv the suggestion 

31) liau — ^i\IaA' I add something more in this connection We have 
recently had a lepoit fiom an Agent in ivliich he complains that though he 
told the Goa eminent Examiuei that eeitain statements Avere incorrect, the 
GovCiiiment Examiner persisted in sending that to the Diiector of Raihvay 
Audit I shall gi^e the Auditor General the name and other paitieiilars 
afterwards 

Hi) F)edc)ic Gaimtlett — I should be only too glad to enquire into 
individual cases like tliat I do not accept the implication that the Gevem- 
nreut Examiner must be Aviong 
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Chaviman — We have alieady agieed tliat this should be furthei in- 
vestigated Peisonally I should like to knov how such a thing as this can 
happen 

8v Fiedei ic Gauntlet t —We will have a detailed account or the manner 
in which the Government Examiner prepaied his leport and the action ho 
took to eommurucaco it to the Company 

Paragraph 56 of the Auditor Geneial’s letter 

788 Ml Ban — As 1 ha\e alieady exiilained, taking the voted and 
non-voted giants, the net total excess ovei the final giant was Ks 12^ lakhs 
out ot a grant o£ 13 cioies and I do not think that a maigin o£ 1 pei cent, 
can be considered so bad after aU A supplementaiy demand is presented 
at the close of the yeai, but the mateiials on which the demand is based 
aie coliecled by the Railway Board earliei On the E 1 Railway, the 
excess ovei the total oiiginal giant was neaily 18 lakhs By the end of 
the lear the Railwaj^ Board had made further grants by le-appiopiiation 
and the total excess vas just oiei 10 lakhs and the giant amounted to 
237 70 lakhs and the expendituie 217 80 lakhs The excess is not very 
serious, about 4 pei cent But I have other reasons to conclude that the 
East Indian Railvay make little ehoit to cut then coat accordinsi to their 
clotli For eveiy tiifling thing tliey have a ivay of coming up to the Rail- 
way Board foi additional giants The necessity of taking .ill possible 
‘stejis to see that grants are not exceeded, postponing if necessary, less 
urgent works, is being impressed on them 

Ml Beogy — In spite of the separation of audit from accounts, we 
have no better budgeting from the East Indian Railvay 

Ml Ban — The separation of audit and accounts is not a magician’s 
wand If it was so bad, it would natuially continue to be bad for some 
time aftei This is the first budget that was jnepared after the seiiaration. 

Gha liman — Necessaiy action has been taken , we cannot go very much 
fuither 


PaiagiapJi 53 (d) of the Audit oi GcneiaVs Idtei 

789 Chau mail — The next point is the comment on sub-paiagiaph (cZ) 
of paragraph 58, on page 10 New works started without gi.ants 

Ml Bau — The supplemental v demand for 1927-28 was voted bj'' the 
Assembly on the 27th March 1928 It included provision for all these 
projects except tor the Kashipur-Kalagarh and the Aiantangi-Kaiaikudi- 
Mamimadura lines As regards the first of these tno, provision of Ks 5 
lakhs was made m the budget As regards the second line, it formed p.irt 
of the Triehinopolj. Karaikudi line funds for which rvere roted by the 
Assembly in the previous year’s budget and the expenditure duinnr 1927-28 
which amounted onlj to Rs 8,000 was incruied 

Chairman — You admit that most of them were new schemes ? -t 

Ml Bau — Yes , and we got a supplementary’- demand 

Choir mail — If so, a specific supplementary grant should Jiave been 
obtained for expenditure upon these schemes You sav it was obtained ? 

Ml Bau — Except in the case of two lines, one of which was provided 
for m the budget and the other had been provided for in the budget of 
the previous year 
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Si, FiedniL Gminllett — If you will look at page 191 Item Jd, you 
Trill see non-Totecl supplemental xes lepeated thoie If Mi Ran &ays that 
these yeic included in the supplemental y, I aceeiit the btatemeut But 
then I musi ask the accounting ofheei yhv supplementaiies ivere not m- 
el'uded m the ctatement As T haie said before, my comments aic of such 
uigency that it is impossible toi me to consult the officeis iiho base sMitten 
the oriirinal Repoxts in eidei to see uhetliei my comment') aic justified or 
not but T do admit that the statement made heie is inaecuiate and I will 
have that jnit iiglit in limue The Railvas Bond does admit that a new 
cpnsti action is a nei\ 'enice 

JIi Fou — We an always piepaied to obtain a supplementaij giant 
for nev coiistiuction but oui point is, ve must not be prevented Iiom 
staiting lien eonsti actions in anticijiation piovided ve obtain the approval 
of the Standing Finance Committee foi Raihiays We can obtain a foimal 
giant iiom the Assembly latei That vas, I beliCTe, what klr Parsons 
told I he Committee last rear The expendituie at the stait would be very 
little 

Chan, nan — We aie not conceined uith the expendituie at the stait 
It nia-' PC a lakh oi so in the fiist Toai, but e^entually tou iiiav be com- 
mitted to cioies 

BJ- Fail — If we veie to put in oiii budgets only lines vliich Inne been 
sauctmi'i/], it inigiit cieatc difficulties We shall hare to put in our 
budgets quite a huge numbei of Jines uliich aie still undei consideration 
Some of them might be quite good, but theie might be difficu'ties in spending 
nioue^) on those lines on account of land acquisition, sometimes on account 
of negotiations r\ith othei Railways and so on Poi instance lines rdiieh 
hare been sanctioned tr\o reals ago T think, in the GIF Kailvay are 
still held up because the negotiations yitli the Ni/am s Go' einment hare 
not been concluded So it does liapiien that all the money cannot be 
utilised and oui coiistiuction staff mil lemain unoccupied If r\c aie quite 
suie IhaL anotbei piojeet if started at once rioiild be moie lemnneiative,. 
then 01(1 piacfiee u' to stait it immediately aftex obtaining the approval 
of the Standing Finance Coimnittee foi Railrvays It would be more econo- 
mical to do so, because rve should not be keeping our lonstruciion staff 
unem])loved Wlietliei tlieie is piovision foi such rrork m not, we start 
it at once mth the idea oi obtaining a supplementaiy grant rrlien the 
A^-seinbiy is in session 

Chairman — Tou might have included in youi budget a neu bianch 
line winch uould cost say 50 lakhs, of wbicli yon uonld be spending say 
G lakhs in the ciiiient yeai Toii might find toi the leasoas jon have 
staled that vou ueu iiol able to spend the amount that yeai on tliat project, 
but the piOjcct rvbieb you aie going to substitute for tlie 50 lakhs might 
be a j cioie project In a case like that you rvould be putting a heavy 
acspom^'bilitv on the Standing Finance Committee ^ 

nil Fan — I daiesay that rve uonld not think of staiting such a Rail- 
war- u dliout the special sanction of the Asseinblv 

Chav man — I do not think ve can accepi that statement 

Sv Ftedeuc Gauntleit — ^Lligbt I suggest a solution ^ I undexstand 
tnai ney lines go befoic the Standing Finance Committee and leecive their 
appioral Would it not be possible for vou to entci in llie Budget the 
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lines which aie ahcecly nndci eonstiuction, then those yhieli voa legaid as 
certain to come unclei consti notion in the following yeai and then .is a 
means oi making a jiioMSion foi the delays to which yon have colled .itlen- 
tion ,iiist enter two oi tluee more lines nith meiely token giants against 
them ^ 

if// Rail — That nonld be open to the objection i aised bv th'' Cluiiiman 
that ne would be committing the Assembh' to expenditiue nhicli might 
run to erores 

Chan man — The question is wlnt latitude is to be allowed to the execu- 
tive to stall on .1 nei^ seiiiee nitli the appiwat of the Standing Finance 
Comniiilcc in anticipation of the appiotal oi the Legislative Assembly 

Ri} Incclcuc Gannileff — Ma' suggestion uould meet the difficulty in a 
piactioal nay All lhal is necessaiy foi the Railwav Board is to ask the 
UoA 01 niiienl of India to considci the possibility oi such a suggotion 

Chan man — Thi-> Cioniieittee should say that tvhatetei latitude is allow- 
ed it 'should not attempt to substitate foi a pioject Avhich had been put 
befoie the Legislative Ass/'mbh anothei moie co^th^ pioieet although in 
a particulai ye.n it uonld not cost moie than the sum aheadi piovided for 

Faiaijioph 59 of the letter, <mh-clavsc (/) 

790 Chan man — That is lealh a point similai to that made in para- 
g.aph 57 (d) of the lettei " 

lUt Ran — Ml ansuei also is tlie same Sii They weie not sf.iited in 
the Af.ii undei lepoit Thei' ueie alieadi- in piogiess .ind thev were 
expected to be completed in the piet loiis yeai They can haidly be describ- 
ed as lieu ‘schemes The amounts that we spent in 1927-28 iieie small and 
tiifling In a luimbei oi cases thei nieieh letnescnt «eeounls adjust- 
ments 

Rii Pi cdcnc Oanntictt — Schemes tvliich have been provided for in 
Xneiious ;ear s budgets need not be legaided as neiv sei vices in the pre- 
sent A'cai's budget Wc haie alieady said that 

791 Chan man — Sii Fi»deiic, that finishes all the points m youi 
lettei to uhieh ion call special attention Do imu think non I’oni s'our 
poinr (j 1 Aiew ue have in the main Committee coAeied a iauh adequate 
groiiiid ana that ue liaAe dealt with all the typical cases 

Sn Fiedenc Gauntlclt — Yes T entiielv agiee that a’^c have done 
useful A\oik, but T do suggest that one object of this Committee is to focus 
on the neeessitv ioi an impiovement of administration, and uhile I agree 
that uo liaAe chosen the most f-spical cases, I do suggest that ue call atten- 
tion of the Railuav Boaid to the whole bulk of the Repoii It is the 
cumulathe effect oi the Repoit which weighs uith me It leaves me 
with lathei a feeling of disquiet This is the last occasion on which I 
should hr jnesent, and I do feel that ivliile there is steady impiovement 
elsewhere, I hesitate to sav that things are all right in the Railwavs I 
do see substantial impiovement in the Aimy, but I cannot say the same 
thing about the Railways 

il/j Roy — ^Wliat do you attiibute this to " What has been vour read- 
ing ? ' ‘ ' 
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Sti F) edei ic Gcnintlcft — Inefficient adniinistiation, — I on ’t sa}' at the 
headquarters I was talinng to Mr Wrench this morning, and I told him 
that if theie was an officer of Mr Wrench’s calibre in any bianch of the 
Kadv/ay administiation he would obtain the same results that he has ob- 
tamed in the woikshops duiing the last 5 years, and that is nearly a crore 
of rupees a year 

ilfr Bau — If the Committee Avill peimit me, I should like to point 
out that in oidei to get a piojiei peispective you ought not to look merely 
at the Appropriation Eepoit I think in eonsideiing the hundred cases of 
irreaulaiities you must not foiget the work of the large number of railway 
seirants who lendei loyal and deyoted seryiee to the State I should 
certainly think that the lesrrlts shorvn in oui Administiation Eepoits are 
highly ‘satisfactory considering apart from eyerything else tlic fact that 
we have during the past 5 years paid to General Eevenues ovei 25 crores 
and 25 eioies into Eeseives That is why I say that the Appropriation 
Eepoit places onlj”^ one side of the picture before the Comniittee, and that 
the dark side I daresay that in any large adininistiation you will :tod points 
to eiiticise and to condemn I think the Auditoi Geneial is somewhat pre- 
rudiced bj the number of Bengal Nagpur cases, and the cases that have 
been brought to light aic not tire result of one year You hai'e got onlj’’ 9 
casci ill the Bengal Nagpur Eailway nr one year 

Hib Boy —But do not think that the Committee as a whole are not 
appieciative of the Indian Eailwav system We are very glad that Sir 
Austen Hadon is coining before us 

So Ftedcnc Gawdleft — I do feel that sterner adnnnisTratron is 
wanted 

Colovel Guhwy — But vou admit there has been impiorement ' 

Sii Ficdeuc GoHvilett — I nant to make the point quite clear I 
think ilie amount oi noik that lias been done by the Early a r Board shows 
a yondoiful record All that I sar is that the job is so eiroiinous that there 
IS still a great deal to be done , it is not mciely the general administration 
at the top that has to be looked into it is the strengthening of the iiidi\ndaal 
eontiol right donn the line that requires close investigation 

01100 man — Would you say that on the Accounts side, on the question 
of handling stores and nr cheeking the original estimates and nr respect 
of control of expendituie there has been a great impioyement ’ 

Sri Frederic Gaunilcit — In the matter of bringing down stores 
balances and the general improvement of stores control and the attempt 
made to give effect to Sir Arthur Dickinson’s recommendations in regard 
to the workshop committee, I think there has been improvement, but when 
jou raise the question of estimates not merely the preparation of estimates 
but the degree of conformity with the rules regarding estimates and so on, 
I see reiy little difference Eules issue year after year and the results 
are practically the same 

792 Mr Boy — ^YBiat lias happened to the Aden Early ay ^ Has it 
gone out of us ^ 

Mr Bau — ^We are noy dismantling it , 
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Evidence taken at the sixteenth meeting of the Public 
Accounts Committee held on Friday, the 23rd August 
1929, at 2-30 p.m. 


Present 

(1) The Hon ole Sir George Schuster 

\2) Ml T A K SULRIAM 

(3) Ml B 

f4) Ml S C Mitra 

(5) Kiimai Gang vnand Sinha 

(6) Maulvi AiiDUii Cii amicR'> 

(7) :\Ir K 0 Nlogy 

(8) [Maul’i TiloiUMAiAD Y vkur 

f9) :\ri K C Roy 

(30; Taei lenant-CIoin*! H A J Gidnev 

(11) Sn FuEurRic Gauntlett, Anditoi General 

(12) The Iln’blo ]\tR E Bi hdon Financial Seere 

(1 ’) Jh G ELmiea. Director of Railway j^iidit 

(34) !Mi B Nihru Deputy Auditoi General 

Su Austln ILiDou, Chief Comnii‘='5ionei Railway 

Ml P R Rai , F.nancial CominiS‘;ionei RailwaA 

i\ri IT IT Sco'Ji Conti ollei of Railway Accounts- 

701 1/' — The hist point mIucIi I m anted to laisc Yas with 

icp:md to tile (ontiol o\oi(ispdb\ thcRailwai Boaidocei coiiipanv-inanaged 
lines T should like to know something abnat bou this contiol woiks in 
practice We iiaie nod oMclcnce with logaid to tlie (juesrion of the control 
as cNeieised In audit tliiough the Gos eminent ENaminm of Accounts but 
we should like to luiov as to luni this contiol is cxeiciscd m the technical 
side \ ineau the ..dniiiiisti ative side 

Sv Av'-nu riadou — It norks in this waj Ve cxeicise control 
m unl\ tbrongh the brdget ol capital noiks and the InidTct of icsenue ox- 
pendituic which thc^ pul np to us seai in jeai Of eouise, lug schemes 
foi capital voiks m nin case come up sepaiatelj for sanction lusl as esti- 
mates foi new pioieets do and the Boaid can and gencially do cjucstion and 
euticise cioubttrj features m such pioiects and schemes In lecent jears, 
as most of con aie awaie the poweis of the Boards of Dneetors of these 
railway companies have been incieasecl on the principle of decentralisa- 
tion insl as we lune inci’cased tiie powcis of Acents of our State-worked 
raihvavs Tn fact, the poweis that we give to the Boaids of Com]ianies are 
practicalh identical with those we gne to Agents of oui State-woiked lail- 
wa'vs , 1 *hink I am light m saying that 

Ml Ncorjy — ^You mean financial jiowers ’ 

/?'r Anslen JJadott — ^Not only financial powers, hut poivers under 
establishment, powers under all classes of little things, like the provision of 
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amenities 101 then 0’^^n staft and tilings of that kind Piactieullv tlie powers 
of tlie Boaid of Di’eclors of a lailway company aie identical Mith those 
of the Agents of State-Moiked laihiays 

Ml Neogy — Is theie any document which could show tlie dilfeienee 
between the poweis en.ioyed bj’ them befoie and the poiieis which aie now 
lieing extended ^ 

Aubfcti Madfl'v — ^You would have to see two hooks This is the 
latest book of hnaneial powers I have got it heie and you maj^ see it 
We encourage the Boaids of these railvav companies to delegate those 
poveio vlueh we give them, to then own Agents as much as possible so 
that then own Agents mav be as fai as possible in the same position as 
the Agents ot State-voiked lailvrns Some ot them aie moio generous 
than otheib towaids then own Agents and we exeicise a ceitain amount 
ot influence in the mattei 

Ml Boy — But you have no statutory light to enforce youi orders 
upon company-managed lailvais ’ 

Sv Austen IJadou — Statutory rights are unncc'^ssaiv Jf I maj^ sa^ 
so, we get all vc vant bv the powers ve ha^ve over then expenditme We 
can practically do evoivthing ve want under oui povei'> of control oiei 
their expeiidituie 

As I said the big schemes of course come up to us, and oiving to 
the larger delegation ol powers that ve have given in recent years they 
can actually sanction fanlv moderate sized schemes — f think the limit of 
then powers is Bs 5 lakhs on a single scheme But theie is a reseiiation 
They mav not ^anetnn anv scheme costing even less than i lakhs unless 
it has been enie’cd m an appioved piogiamme, that is the piogiamme 
vhieh has gone tlnongh examination m our office and has become part of 
oui raihsav budget That is vhat I mean bv an appimod jnogi amine 
Anvthing betueen one lakh and five lakhs they cannot sanction unless it 
has been slKmn as a 'special item, as an individual item in an accepted 
prog] amme 

Mi Ban — And tbei cannot spend moie than 20 per cent ovei the 
amoui-t in the piogiamme We have introduced that this veai 

dii Austin Tladoic — In these remarks I have been dealing with new 
capital noiks Those ecme np to us in the form of a capital piogiamme 
once a lear Poi the last fen veais we have been making them send up a 

5 -year piogiamme at a time You will understand that man\ of these 

■works (.annol be finished possibh in one yeai Some of them take 3 
years ^o complete especially if thei’’ are works •which inteifeic with the 

working of tiaffie AYe hare just this year cut down the fiye-year 

programme which ve think is rather too long a period -lo look ahead for 
and -we hare put it at tluee rears They send us capital pi ogi amines for 3 
years ahead and thev are due m July Thej^ are examined thoroughly by 
mui office and aie then discussed ■with each Agent inclividuallv br the 
Board at tire end of September or the beginning of October If any •work 
appears to us to be questionable or not to be urgent -we cut thejn out, and 
I nia-v remark heic that in the last five years the Railwiy Boaid members 
have done a lot of tnunng which has enabled us to exeieise much greater 
power 111 this waj than v/e had previously, because bv travelling about 
:y<^«et a .pretty good idea of whatAhe difficulties are, yliy.the cxjsting 
taeilities aie not 'luffitient, and so on ' "Of course, statistics also' help lis 
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in that Avay very much Take, £oi instance, a maishallmg yard We liave 
statistics to shovr liow long it takes a wagon to pass tlirongli a niaislialling 
ya?d, what it costs, and so on So with the help of the office and the in- 
formation which we gel in vanous ways we are able to exercise a pretty 
sharp check over the whole of this progiamme when sent up This is the 
capital piogiaiume foi works 

The T-olling stock programme is considered six months oailiei That 
has been made lu'oessary by the development of manuiactuie in India , 
we have had great difiieulties in getting out oui calls for tsndeis foi new 
rolling stock m lime enough to give manufactiiieis in India tiiae to think 
01 ei the aiiangements they have got to make foi material in older to 
dcLvei in the following yeai In oidei to get oideia placed for rolling 
stock foi the following year by September oi Octobei of the pievions .leor, 
we considei the lolling stock piogiamme six months cailiei that is to say, 
m Maieh, when A\e discuss each rolling stock piogiamme Avitli tne Agent, 
and theie we have got into a very stiong position m lecont years owing 
to oiir very elaboiate statistics to check these lolling stock piogiammes 
Thai IS how piaitically we exercise oui coiitiol of capital 

The icvenue is treated \eiy much lU the same vay only theie aie 
erfintly diffeient bases foi examining it The anticipations of tiafiic in 
the folloAving yeai have to be estimated and the cost of y'’^oiknni that traffic, 
which depends, — oi a ■'^eiy laige poitioii of it depends-- on '\hat you e^tl- 
raate youi seivice is going to be, voiii tiaiu mileage The hist essential 
that vou have got to got at before you apportion com leveime budget is 
to make an estimate oi what youi train mileage ivill be You can get that 
Xneftv aceuiately so fai as iiassengei tiani mileage is eonceined, but it is 
veiv ditficult to estimate ivhat the goods tram mileage Mill be That c-ui 
only be done as a lesnlt of expeiienee, statistics leeoids, and things of that 
kind Oin stal. sties again have enabled Us to ciiticjse and question the 
figures that aie put down in the leienue budgets hv the laiiv/ai’- ad- 
mmisti ations eonecinod and in many cases ve aie able to effect verv con- 
sideiable leductions We point out to them ivhat other railways can do 
a ceitani amount of voik foi and ve tell them “ Yon ought to he able 
to bring it down ” and so on In that vay ve exeicise our check I do 
not know if anytlnng moie is lequiied fiom me as leganK coiitiol 

Ml Neogtj — I take it that you ha^e ceitain specific povers of control 
You were lefeiring to eases m yvhieh y'Oii exeicise control hj’’ persuasion 
TJie piincipal point mentioned in the contract A\hich justifies interference 
on ymur part is that the assets must be maintained m a piopei condition ? 

Chau map — 1 hlioiild just like to elaborate this point about confiol 
In the couise of oui questions addie‘!>sed to Mi Eau ve covered cases of 
eontiol I want to Imow what the iiosition is in legaid to control on other 
matters I refer fust of all to the question of the control of lates and 
secondly to the control of the railways; Foi instance, the Railway Boaid 
may take the new that the staft m a paiticular blank’ll cf a railway is in- 
efficient 01 that disciplinary action in connection yvith a particular incident 
IS necessai v Suppose, foi instance, the Stores organisation in the Bengal 
Naginii Eailymy is rotten and ve think that all the superioi staff there 
'•hoiild lie shifted and you should get entirely neyv blood In a case of that 
kind, do you exeicise a laige measure of control 

Sh.) 'Au&ten Uodow, — Thfit canyonl; die done m. a round anout way 
kU the employees of 'a company mlway ‘aie really seivanfis of the .com- 
pany and not the seii’ants of Government If we thought that theie was 
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somethnig verj senous in the Stoies Department of a railway and if we 
had to exercise any power, that would come mainly through the audit 
Theie have been instances recently where we exercised a certain amount 
of poner through audit There was a ease in Khargpur I forget how 
the ea':e came up to us I am lather vague about the matter I did not 
anticipate a question of this kind The man at fault was, 1 believe, one 
of the Company's audit offieeis and I think it was the Agent tvho biought 
it to light I think, if 1 remembei aright the Government of India Audit 
came in and helped 

Mr linu — That is the ease where we asked the Auditoi General to give 
us one of his best men to investigate a particular case 

Golunel Gtdney — Supposing theie was an official of the Bengal 
Kagpai Railway dismwsed, would he have a couit of appeal ? 

Sd Avien Iiadow — ^No We exeieise no direct control ui that way. 
W''e sometimes hear of these eases and v.e sometimes asu the Agent of a 
company as a mattei oi eouitesy to let us see the jiapeis and so on but as 
a T’ule we do not touch that side of the question 

Ml Roy — It does not mattei it tlie Jine is company ouned oi State 
owned and company managed Don t you think that the Governor General 
in Council ought to have a right of veto of the highest officei ? 

Rv Amtcn Iiadow — I should hesitate a long time before saymg that 
My expel lence — and it is a long one — is that tlie company- worked railways 
have done India extiemely well and tlien officers have been entirely on a 
pai with the State railway reciuits In many cases they have an advantage 
in cJie matter of recruitment which we have not The Board of Directors 
aie in moie cliieet touch with the men thev are teci luting The India 
Office cannot do tlie same thing quite 

M) B( 1 / — ^^Ve must pay the utmost deieieiice to what you say but you 
v^ill icalise that we aie nr the parting of wavs The old institutions are 
disappeaiing Don’t you think that in futuie the apnomfcment of the 
Agent of a big tiuiik line must he subieet to the veto the Got ei nor 
Geneial in Coruicil 

Sn Ansitn fladow — I should think a long time about it because it 
w'oukl sliow a want of confidence which I think would be ven^’ deiogatoiy 
on the whole especially to the general feeling between these companies and 
the Indian Gorernment 

2h Roy — I believe you could iiave dealt with the Khargpur case 
under the Indian Railways Act You have a special section there for 
ofrenees You settled it by indirect influence ’ 

Sr) xUisicn Iiadow — There was most diieet action That is wdi}' cur 
action was complained of 

Ml How w^as that settled ? 

Sir Austen Iiadow — ^You must remember a deputation which waited 
on the Honourable IMemher in Delhi 

Ml Roy — I was in England at that time I was thinking of the 
irregularities and not of the strike ? 

Sir Austen Iiadow — did not know what you were driving at We 
have got tremendous powers about financial irregularities 
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Mr Boy — Have any of these powers been vised by the Hailway 
Board ? 

)S^M Ausien Kuiovo — ^Most ceitamly 

Qhaiiman — ^Arising out of that, suppose you fcluuk that diseipliuary 
action ought to be taken against individuals or that there should he a 
complete clearing out of the staff Your diiect powers don’t extend to that^^ 
I suppose ^ 

Bvf Austeoi Badow — ^Not to that I think the Board of Diieetois are 
moie powerful in that lespect in dealing with their own staff They aie 
not hotheied, as we are bothered, when we get rid of oiticers In oui ease 
inliuential fiiends of that man come and bothei the Ttailwav Boaid and 
the Honouiable Meinbei to get him leinstated We have got disgraceful 
case«: of that kind and it is a thing on which we feel very stiongly indeed 

Clunnmn — ^You think that the Board of Directors vould be guided by 
yonr recommendation ? 

B'i') Aii^tcv Baaorv — To a very gieat extent I cannot lemembei any 
case where we bad to complain of a serious financial irregulaniv not being 
properly dealt with bv a company 

Mi Eau — In this connection, I think it must be lemembered that this 
question is one of opinion One man thinks that a ceitain punishment is 
enough Anothei might on the same facts think that it is not enough The 
Railway Boaid would hesitate ordinarily to press the Agent to infiiet a 
gieatei jninishment unless they felt that what the Agent eonsideied to be 
Eulficicnt was so inadequate that it could he called perveise 

Maulvi Abdul Matm Cliaudhu)ij — In the case of diffeienee of opinion 
between the Railway Board and the companies with legaid to the enfoice- 
ment <& disciplinaiv action, yon aie absolutely helpless ^ 

St Au'/cn Hodoiv — I tliinlc it is wiong to put it m that way The 
companies vould be largely influenced by the view the Railway Boaid took 
of scnoiw financial iriegularities 

Mauhii Abdul Maiw Chaudlitoy — Suppose they don’t in a uarticular 
ea'^e ? 

iSn Ivslni Iloddiv — It is a mattei of opinion very often It is al- 
ways 'simple to talk of punishing people but it is one of the most difficult 
things in the woikl to he absolutely inst It is v^ery often thfficnlt to 
bring the thing ab''Olntply home 

Maulvi Abdul Maim Chaudhmy — Suppose v'ou aie absolutely con- 
viiieed that some d''-cip]inary action is necessary and the Boaid diffeied 
from you 

.Vir Austen JIadou , — I think we should diop the subject now I hay^e- 
said enough on the subject 

Chairman — I think the witness has told us that lie has certain indirect 
pow'eis of bunging piessure to beai on the persons concerned, wliieh he 
has tound in piactiee to be very effeetiv^e 

Sv x^nsfen Hadoic — During the last six years we have gone to 
immense tiouble to show' the companies that we aie reasonable and that 
they are dealing with reasonable men "We may say that we have effected' 
a great change in that particular way 
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Mr Neogy — ^Youi position is this— that the Railway I>oaid possesses 
nmple diieei and indirect poweis of control and if we fnd that any defects 
remain tiniemedied, then we must lay the blame at the dooi of the Rail- 
way Boaid and the Government of India ^ 

Austen Uuclon — would not say that we are always light and the 
Boaid of Dneetois alvavs wrong You can never go through life without 
agieeing to rliifei Uom some people In any particular case, I woidd al- 
A^a^s heal the othci ,-5ide 

M) Neogy - -Lion’t you think that a good deal of diffeience has been 
bi ought about in the contxol that you used to exeicise by reason of the 
fact that in the mcie accent contiacts a clause which used to find a place 
in the pieMOus conta acts has been omitted namely the clause that a contract 
could be teammated cn the giound of mismanagement ? 

Si) Alls! lib HiiJow — I Avould not like to answer it oil hand I think 
in the rase of the B N R ve are still woiking on rhe old contract except 
foi the modifications intioduced to provide foi additional lines 

Ml N(ogu -This clause ivas omitted lecently when the contract was 
relieved 

Si) All ‘lien Jlodoio — Theie must be some coirespondeuce on the sub- 
ject 1 was not 111 this office at the time 

M) Neogy — In the mattei of the control exeici^ed in England, have 
you aiiv complaint to luefei that you have alwmys to go tJiiough tlie Seeie- 
iaiv of Slate 1 take it that you cannot diieetlv address the Government 
Diiectoi " 

Sh A'ii<-i(>i TTadoii — Xorv and then rve hare clenn-official coires- 
pnndence v ith the Goveinment Buectoi If we want instirietions to be 
given ue have to go thiough the India Office When we want infoima- 
t'on we unto deioi-officially to the Goveinment Diieetoi 

Ml Neogy — Have von evei fonnd that the Secietaiy of State has 
lefused to pul foi vv aid voui vuew to the Gov’^ernmenr Diiee^oi ci has he 
acted meielv as a conduit pipe ’ You know by results ’ 

S)} Avsliii Eodon - -The Secietaiy of State bas taken diffeient views 
on some occasions Wo cannot deny that I do not tbink he worrld be 
doing Ins )ob if he agieed with ns alwav's 

M) Tioy — What the pioeednre now 

Sn Ansfev ITadow — Undei the oiganisation in the India Office our 
vuews would fiist of all si:o to the Goveinment Diiectoi A letter fiom ua 
to the Secietaiv of Slate woidd be marked hj^ the Secietaiy of the depart- 
ment ro the Goveinment Diiector asking him “ What do yon think about 
it ’ T am absolutely ceitain that iiotliing has ev»’er gone fiom heie which 
has not been seen by the Government Diiector The Secret arv’’ of State 
has not been able lo see ev’’e to ev’’e with ns alwaj^s 

Chan man — ^^""on would neit hold that the Secietaiy of State was 
always in the w'lonsr^i^ . , 

Sn Aks/cu ZTarloMp— -Ceitaihly not > a' 

794 C7mr? iifcra — We shall iiofi nass'ou 'tb the iieeond oriestion-f-lhe 
-question of railway rates ?' ' ' i ‘ " I ' - 
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^Su Aiistcn KadoMj — The position heie is’ this If we ilon t gne the 
lailways control G^er railway lates we should find it estieurely diificnlt to 
aigiie with them on all sorts o£ questions Attei all they arc responsible 
under their contracts for getting the best earnings tbe\’’ can As far as 
rates go then inclrnat.on would be nearly always the same way as ours, 
that is because the whole object in view in framing lates ought to be to 
get the best not earnings, not the best gioss earnings nece'^saiilv Peihaps 
yonr point is that they do not give encouragement to staitaiig an industiy 
It >011 take that line may I lefei you to what the Bengal Nagpni Railway 
has done tor latas 

Ml T<l€ogy — Theie also youi pei suasion succeeds ‘ 

Austen JIudov ' — Theie is no question of peisuasiou It is entiiely 
a business thing for which I believe Sn Tievelyn Wvnne wvis maiulv 
responsible and credit is due to the Bengal Nagpni Kai’way roi that 

795 Mu Neogy — Take again the policy of the pin chase ot stoies 
Ha\e 3mu hi ought lufiicieiit influence to heai on then polici' in this matter 
also 


811 Austen Endow — ^IVe can only exeicise influence bv peisuading 
them that it is leallj’^ to then owm inteiest I think that is the position It 
is n( t altogethei an easy thing to do Theie is a lot ot ineitia in all matleis 
especially in Indian offices, if 1 maj'’ saj* so, because the inclination of the 
eleilc there is ahvaj's to do w'hat has been done in the past And it takes a 
long time to get ovei that I have stiuggled and stiuggled with that foi 
tw^enty j^eais now and it gels a reij^ tiling business He does not think 
anything about poliej'- 01 anvthing of that kind The easiest thing tor 
him to do is to keep to rvhat has been done in the past Some one, sav an 
executive engineer, indents on the Stores Depaitmeut of a Railwar tOi eertaiu 
articles , peihaps in the past thej’^ have always been indented ioi tiom 
home and the inertia re Inch I have mentioned tends to perpetuate this I 
think w'e are getting aw'ay from tins now but T think 111 the past in a good 
manj’^ otfices the fiist action would be taken bv a clerk The first thing he 
would do would be to stick to wdiat has been done foi the last 20 r^eais, and 
unless the Stores Department oflicial has got leisure enough to go through 
every item and say Oh, I have heaid that aiticle is made in India now', 
you w'ould piobablj' get it eheapei heie ” — unless he has got the time to go 
thiough eveiy item that is bound to happen xVnd the pin chases aie eiioi- 
mous it IS not just a few items I leinembei a time — only 4 01 5 3’eais ago — • 
w'hen ceitain Companj'-woiked laihvays weie held out to me as examples bj' 
the Aewoith Committee I lemembei being intei viewed by that Coni- 
nnttee They said “ Why don’t yon do rvhat the G I P Railway Com- 
pany do Why do yon send such indents Home instead of buj'iug local- 
ly ^ ” Now', I am onlj' putting befoie you the othei side of the picture 
There was an Agent of a Company'' who had a biggei latitude fiom Ins 
Board of Direetois and used to buy a great deal moie in the country than 
the State-woiked Railw’avs wdio w'eie tied down to the inteijnetation of the 
old stoies rules 

796 Chmiman — Sn Austen, you used a pluase which I think applies 
both to stoies pin chase and to lates AVliat lou said was leally that in 
oidei to get the Companies on to j'Oiu line you ha\o to peisuacle them that 
it IS in their own mteiests And that leally applie', to the 1 eduction of 
rates too You have got to peisuade them that in the long run it is going 
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to pay No-\^, take the question of cairying salt^ Supposing the Govein- 
nient of India ants as a mallei of pohcy to get salt from Khewra into the 
Bengal markel If it isas a State-owned iaih\av \\e would say “ Well, 
you have got to lun at a hit of a loss on this and cany it at a low late 
so as to cany it into the maiket at a competitive price ’ As a State- 
owned lailnay you could face the loss because aftei all the Government are 
the sole shaieholdeis But with a Company-owned lailway vou could not 
unless you could peisuade them thgt in the long lun it would pay So that 
youi position is ivoakci 

ii'v Aicsten Hadoiv — In both those cases theie is the same obstacle Be- 
cause the onh way we can follow a sound policy is by treating ouiselves 
as a commeicial depaitment and looking ei^en upon State railways as a com- 
meicial pioposition It is the only w'ay we can liye I could give you 
instance upon instance of the difficulties w^e wmuld get into if we once get 
away fiom that attitude And it is a thing that we ha\e luckily been able 
to do since the Acwoith and Incheape Committees lepoited and since the 
Goveinment of India consideied then lepoits It is instanced eveiy day 
bv vaiious things 

Clim}man — I can appieciate youi point You say that as fai as 
questions of that kind are concerned, lou would be ]ust as haid-heaited as 
the Diiectoi of a pmate line 

Sv Ansten Hadoiv — Yes If ive get awaj fiom that in one ease like 

that it weakens oui position cnoimously 

Ml Das — You gne special lates foi the Militaiy Depaitments 

Sii Anstcn Hadoiv — Theie aie eeitain old agi cements foi these lates 
and unfoitunately w^e are tied dowm by old contiacts 

Ml Boy — Tiansporting salt you would not considei yourself in the 
light of a iiublic utility seiMce ” 

, Chan mail — I think what Sn Austen TIadow says is “I am a com- 
ineieial concern Unless you can prove to me that this is a sound com- 
meicial business I w'on’t agree to it Of couise, if the Goveinment of India 
oideis me to do coitain things it will be done ” The line you would then 
take, Sii Austen, w'ould be I take it, that if the Goveinment wants to 
subsidise the tianspoit of salt it should pay you that subsidy and you would 
legaid the affaii commercially What vou would ob.iect to is a hidden 
subsidv to an industiv in the form of an uncommeicial railway late 

Si) Austen Hadoiv — Quite 

Ml Boy — Sii, w'e have undei seveial Acts given leally adequate 
piotection foi the lumiing of then sei vices, penalising stiikes on the 
giound that the Railway is also a public utility seiviee 

Si) Austen Hadoiv — Aie we any more a public utility senuee than 
railways in England ^ 

Ml Boy — There the railways are different 

Chau man — I think the answer to Mi Roy’s question is that the rail- 
way is a public utility service and gets certain exceptional powers given to 
it because it is engaged as a public utility service m the sense that it has a 
monopoly in the particular aiea through which it runs Therefore, the 
railway will not be allowed to profiteei at the expense of the public and in 
this country of eouise there will be a howl from the Legislative Assembly 



if we got above a certain level ot profit:, Exacth the same thing would 
happen in England In fact, if once you see a railway company paying 
more than 7 pei cent, on its ordinary shares, -sou may be quite certain 
there will be such a public agitation that it will have to come down It will 
be forced into a reduction of rates I am not speaking of it from the 
point of view of investors The public utility side of the thing is taken 
into account, public opinion being so strong that a laihiav is neier allowed 
to earn more than a leasonable rate of profit 

Ml Neogy — ^As a matter of fact, uiidei the new Kail-nay Acts in 
England thej’’ hare aimed the raihvay tribunals there vith a definite poyrei 
to fix rates at a level vhich is considered to be fan 

Chau man — Now I think we might pass on to the next question 

797 Mi Boy — ^hlay I suggest a thing here ? Peihap'. the Auditor 
■General would like to satisfy himself uhethei sufficient facilities exist in 
Company-managed lines foi purposes ot gorernment audit 

St] Fiedetic Gauntlett — Are you lefeiimg to the size of the go^eln- 
ment Examiners’ staff oi to the relations between the staff* and tlw com- 
panies ^ 

Cliati man — The relations bety een the staff and the companies 

Mt Boy — You told me that wheneyei there is any difficulty your ulti- 
mate authority for an appeal is the Railway Board 

Str Ftedemc Gauntleit — Exactly I should like to ask whether the 
question is settled as to the extent to wlueh the goveiiiment Examiner can 
obtain access to papers in the offices of lines worked b\ companies 

Mt Ban — I think I may answer that As a matter ot fact, the ques- 
tion was raised the year before last by the Accountant General of Railways 
and Ml Parsons asked the Accountant General to let us know what paiti- 
cular pajieis he wanted which were refused so that he could tiv and ask the 
companies to gire them to him I do not think we hare had a reply yet to 
that question 

Mt Boy — But Ml Ran, you know tiiat \ou hare statutory poweis to 
enforce that on all railways- 

Mt Ban — Under the contract we have ceitain power 

Stt Frederic Gauntlett — Mr Ran, may I continue m\ point That 
was a most surprising statement to me because this question was raised 
over a ycai ago and I was certainly under the impression that it had been 
more or less settled in an informal chat wutli me a few days ago and I was 
wondering whether ant" orders had been issued 

Mt Bail — Fto orders hare been issued 

Stt Ftedetic Gauntlett — This is the first time that I hear that in- 
formation had been called for wffiich has not been supplied 

Mr Katda — That information has been supplied, Mr Rau and I had 
a discussion with Mr Rau and the Auditor General also had a discussion 
with him 

Mt. Bate — ]\Ii Parsons rvanted to know what papers were required 
I have not seen the file since 

Str Ft edertc Gatinfletf — ^Well, the question is still at issue 
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Chat} man — The position, as I undeistancl it, is that Mr Paisons asked 
to be placed in possession of specific giounds of complaint Have specific 
cases of complaint been bi ought to tlie notice of the Financial Commissioner ? 

Ulr Kanla — That has been done, Sir 

Sii Austen Haelow — How long ago was it sent ‘t 

Ml Kaula — At least two months ago 

Bt} Auhfen Hadow — ^^Vell, Mi Rau Ins been ill most of that time 

M) Ban — If Mi Kaula sa3^s he sent the file tivo months ago, it must 
be light Piobably it is in the office and h<'s not been sent to me owing to 
mj’’ illness But the question aiose two years ago 

Chau man — ^But Mr Parsons’ letter was sent a yeai ago and if it 
was a constantly lecurring ground of complaint that the audit staff could 
not get access to documents which they lequiie foi the pui poses of their 
audit, IS it not likely' that the complaints could have been made befoie the 
passage of ten months Well, the fact lemains that the fiist case which 
could be bi ought to the notice of the Financial Commissionei as an illustra- 
tion of the failure to get the necessaiy documents oceuired about ten 
months aftei he had been asked to tell of anv eases The position is that the 
Financial Commissionei says if you have any difficulties in getting papers 
let me know 

8u F}ede}ic Gauntleti — We have ne’iei been told that 

.1/} Ban — I think Mi Paisons said that 

Ml Kaula — Mi Paisons said he would like a leply to that question,, 
and the papers veie obtained fiom the office of the Railway' Boaid oi 
somevheie else but the papeis veie lost Copies weie obtained and with- 
in my knowledge I suiiplied the Railvay' Boaid ’s office with those copies 
at least tvo months ago And I had a discussion vith Mr Rau too 

Chairman — My point is that if this is a constantly lecuiring ground 
of complaint one would have thought it vould not be the ease that losing- 
one set of papeis -would overthiow the aiguinent 

Sir Fi ederw Ganntlett — I am not suggesting that it is a constant 
giound of complaint because it is the fiist time that the question was laised 
■wuthin my' knowledge, but it was raised delibeiately as a constitutional 
issue and a*? such I asked the views of the Railvai' Boaid on it, in one 
test case 

Su Auirtcn Hadow — Without saving ivliat the test case was exactly. 

Chau than — ^hlay we take it that the Railwai Boaid are anxious to 
be infoimed of any case wheie it is difficult to get access to papers-, and 
agiee to taking action " 

Sti Austen Hadow — I won’t add ve -will take action, until we know 
what the case is Aftei all, tlieie aie unieasonable people in every ser- 
Mce I do not say we aie nevei unieasonable, but cases have aiisen and I 
ha-\e been awaie of them myself, -silieie <i Goi eminent Examiner has been 
unreasonable No doubt that is ivliv ]\Ii Paisons wanted to know 

C/ifli/ man When I said voii will take act ion T did not necessarily mean 
that you would do at once what the paUieubii Examiner asked but that 
you voiild take the niattei up at once 
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Sir Austen Eadow — 1 can assure you, Sir, that the Eailway Board are 
all out to help audit to fulfil their functions 

Sir Fredeiic Gaunflett — ^Now, take the case, Sir Austen, which we 
have just been discussing Theie are two paiagiaphs in this report pre- 
pared by the Government Examiner of the Burma Railways The Financial 
Commissioner this morning gave us a statement vhich traveised the report 
on almost every paitieulai line as regards the particulai facts The 
Directoi of Railway Audit has here a lettei fiom the Government Examiner 
in which after seeing the comments of the agents he quotes chapter and verse 
and official coriespondence in the Agent’s office suppoiting his view I 
presume you must agree, that in a case like that nothing leally can be done 
by either you or me without agreed facts befoie us 

Sii Austen Eadow — Certainly 

Sii Fiedenc Gaunileit — ^And you will be piepaied to do just as much 
as I am prepaied to do ? 

Sir Austen Eadow — Ceitainly We aie not out to pioteet bad irie- 
gularities 

Sv Fredei ic Gaunileit — ^And if this statement has been in existence for 
several months and the Agent only now comes up with a new statement 
would you not agree that the agreed statement should be prepared at the 
earliest possible date ? 

Sii Austen Eadow — Ceitainly I do not see any objection to that at 
all We aie not out to pioteet people who ha\e done wiong 

Chan man — ^Well, having got to that point which is a satisfactoiy one, 
Sn Austen, I think we can go ahead and v hen a case arises let us hunt it 
right down to the bottom and see wheie the fault lies 

ilfr Das — Sir, fiom the eopj^ of the contiact which Mi Rau has sup- 
plied us this afternoon I find that with legaid to the B N R , Govern- 
ment, the Railway Boaid and the Secietaiy of State have ample powers 
to ccmpel railway agents to supply neeessaiy papeis The onlj’- thing is 
the Railway Board have not exeicised that function since 1925 We find 
that the Railway Boaid was not eonti oiling the company-managed rail- 
ways as regal ds its accounts 

Mr, Fan — hope that is not the view of the Committee I mean Mr 
Das IS making a geneial statement that the Government did not supervise 
the B N R befoie 1925 

Ml Das — But IS it not a fact that all these iiregulaiities have come 
out since a Diiectoi of Audit Avas appointed in 1925 Yes, I am talking 
about the audit You aie not getting sufficient financial contiol 

Sti Austen Eadoiv — Financial contiol is entiiely different fiom audit 
control 

Chairman — ^As I understand it, it is quite different 

Mr Das — But from the iiiegulaiities that have come up before us 
we find that the Raihvay Boaid was not controlling these company-managed 
railways properly 

Ghaiiman . — ^Mr Das, the position, as I undeistand it, is this That 
after a certain date the Auditoi General’s staff foi examining the affairs of 

H62CPPrinD s oo 
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the B N E \^as inci eased and that as a lesult of that mciease of staff a 
great numbei of niegulaiities were diseoveied which showed that in 
details the administiation iias not completely satisfactory You infei from 
that that the Eailuay Boaid was not peifoiming its functions properly 
As regards financial control I do not think that the sort of financial control 
that the Kailway Board can exercise afliects these points It is a question 
of the good administration on the railway itself And probably Sir Austen 
Hadou would admit that the actual administration on the B N Eailway, 
as disclosed by a gieat many of tliese cases, was in many of these cases 
faulty 

iSi? Ausien Eudow — If I am right m undei standing what he is really 
drirung at it is that in the equipment, I do not knou of uhat kind neces- 
sarily, neu equipment uas charged to Capital instead of to Eevenue 

Gliaai man — That is one of the eases 

Bn Austen Eadow — That I think is a thing in rvhiclr rie must depend 
upon audit to a great extent But of course tins I will say to IVIr Das 
that we have imxnoved oui checks in matters of that kind as apart from 
audit in the last 5 or 6 years \eiy consider ablj^ 

Btr Fredenc Gauntlett — I suggest that Mr Das's real iioint, Sir, is 
that these irregularities must have been known to the accounts authorities 
and to the administrative authoiities on the Bengal Nagpur Eailway long 
before they rvere discovered by the external audit and that nothing appa- 
rently was done on the railwaj"- or by the Eailway Board in supervision 
over the railway to rectify the matters winch were then brought to light 

Ghaii man — Well, I suggest that the question is that the Eailway Board 
by its supei vision is unable to detect iiiegularities of this kind unless it 
has the assistance of an efficient audit staff I do not see how, sitting out 
here and exercising the sort of supervision that the Eailway Board does, 
these details can be bi ought to light It is just for that very reason that 
you want your audit staff And it is for that very reason that Sir Austen 
Hadow says he is out to encourage the audit stafi; in discovering these 
things and hunting them out 

Bir Ansten Eadoiv . — That is entirely light 

GJiatrman — After all, why do we want an audit staff any way ? Be- 
cause we know that unless we have an audit staff, merely bj'’ sitting at the 
top and passing estimates foi projects and constructing the general pohey, 
you cannot find out how every man is carrying out his job 

Bit Austen Eadow — ^And it is the moie difficult where interests are 
divergent One cannot get away from the fact that the interests of a 
Company-managed railway and Government must at times diverge You 
cannot help that 

Ghan man — ^As a matter of fact, I do not think that affects this parti- 
cular point It IS just as much to the inteiests of the Diieetois of the Com- 
pany to see that they get efficient management and that these iriegulaiities 
do not occur as it is to yours 

Bn Austen Eadow — I think, Sii, that I may say that theie are differ- 
ences in the capacity, personality, and various qualities of the agents from 
time to time, and during one agent’s time the administration of a rail- 
way may get a little worse and at other times it may get better You 
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cannot exj)eet a thing like a railway al^nays to lemain at an even level, and 
if the administrator at any particular time oi his mam officers are lax, 
thmgs are bound to go down during that period 

Chanman — But I take it it is youi job as the Railway Board to watch 
that, to watch the geneial way he is running his job But it is a valuable 
remf 01 cement to you to have an audit staff following these iriegulaiities 
Then you put the two things togethei, your view of the man and the view 
as revealed by audit, and you may come to the conclusion that this agent 
IS no good and has got to go 

Su Austen Hadow — That is undoubtedly so 

8%) Fredeuc Gaunflett. — Maj'- I point out one essential difference 
between Company and State laiiva'v ii legulaiilies On the State-woiked 
lines a big iiiegulaiity would be brought to the notice of the Railway Board 
at once Theie i« less facility for iiiegulanties on Companies’ lines coming 
to the notice of the Railway Board 

Ghainnan — And therefoie theie is all the moie leason foi having a 
good audit staff 

Sti Fi edei ic Gauntlett —And to have moie staff on the Companies than 
on the State Railways 

Chmrman — Now Mi Neogy will you get to youi second question ? 

798 Mr Neogy — ^You know one of the most impoitaut teims of the 
eontiacts on company railways is that the company should keep the under- 
takmg quite up to the maik — good lepaii and things of that kind Will 
you please tell us, with reference to the B N R , as to how the Railway 
Board has exercised supervision duiing the last few yeais to see that this 
condition of the contract is earned out ’ 

Sii Austen Hadotv — ^You leally want to know how it initiates I have 
told you we depend foi that partly on oui touiing But our main watch is 
done thiough people that we call Government Inspectors Now, eveiy year 
an annual report on every railwaj’’ is piepaied by the Goveinment Inspector. 
The annual repoit is prepared aftei making an inspection of the whole 
line , it IS generally done for the most pait in the company of the Agent 
so that things can be eleaied up and the Government Inspector duly en- 
lightened An annual inspection of the whole railway takes a veiy long- 
time — you cannot do much more than 150 miles a day — now and then if it 
IS not a busy line, you can do 200 miles a day In addition to this there 
aie casual inspections that aie done at different times The Goyeinment 
Inspectoi has also to giye safety ceitificates on the completion of new- 
open line works but the annual report is the most important thing Eveiy 
year we receive in our office an annual repoit on eveiy railway which is 
prepaied by the Senioi Goveinment Inspectoi, who is always an expeiienced 
engineer In that annual lepoit he deals with the maintenance of all 
the works, embankments, cuttings, budges, peiraanent ivay, buildings, rolling 
stock, and things of that kind Pei haps the veakest point is the examina- 
tion of the rolling stock because generally oui Goveinment Inspectoi s are 
not mechanical engineers Sometimes thej’' are, but if they aie not, then 
it IS impossible to do the examination of the rolling stock in a satisfactory 
manner Besides, it is an impossible task to examine all the engines in a 
locomotive shop oi to examine all the wagons So we have to get a ceiti- 
ficate from the Chief Mechanical Engineer of the Railway itself to thoj 
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efiect that the loUmg stock has been kept in thorough -woiking ordei, and 
if the Government Inspectoi is doubtful about it he has to criticise it We 
have also got a Senioi Mechanical Engineer in oui office to investigate any 
particulai point Now, what happens with the lepoit is this that a copy 
of it IS sent to the Agent and he is expected to send us a copy of it with 
his lemaiks on the Aaiious ciiticisms that the Government Inspectoi has 
made 

Ml Neogx) — ^You mean to say that no defects have been biought to 
hght in the case of the B N E during the last few years by the Govern- 
ment Inspector ? 

8v Austen Ha'doxv — Theie aie alvays defects , eveiy leport contains 
defects 

Ml Neogy — Were those defects put right ? 

/S'?? Austen Hadow — Certainly , we take steps to see that they aie put 
light, and the Government Inspector has to leport on them when he goes 
on his torn of inspection next time. 

799 Ml Neogy — -Next point is about the estimates You have got 
elaboiate rules with legard to the prepaiation of estimates Aie they al- 
ways followed in practice ? 

8ii Austen Sadow — We have found cases, of couise, where they have 
not al'wayS been strictly followed It is a difficult thing indeed to lay 
down lules which can be followed in all cases The policy also changes to 
a eeitain extent In the old da^’^s in the ease of projects the idea was very 
often initiated up here We have now put the responsibility for that woik 
on to the lailway administiation At that time, the first thing that we did 
was an engineering suivey , now we do not do that The first step now is to 
send out a tiaffie man to suggest how the railway line should be taken 
Theie may be differences of opinion, which have got to be reconciled Then 
tbe engineei is sent out , sometimes he follows closely the tiaffic man 

Ml Neogy — I want to know, fost of all, as to whethei this delegation 
ui favoui of the individual systems has been justified bj- experience ? 

Su Austev Hadow — It does not work the same in all lines, of course 
We have found that some Agents are veiy much alive to the possible develop- 
ments, others are not It also depends a very gieat deal on the helpfulness 
of the local Government The general attitude of the railways varies 
enoimously If you Aiill look at the Punjab, you will undeistand why we 
ha\e been able to" get on so well there The reason is that both Sir Malcolm 
Hailey and Sir Geoffrey deMontmoreney have made a si^cial point of 
recognising that thev cannot go on in their province without railway develop- 
ment 

Chan man — That encouragement and friendly attitude of the Governor 
of the Punjab tovaids the lailway construction has sometimes led to rather 
optimistic estimates also ? 

/S'?? Austen Hadow — ^We haie had one or two cases in this Appropiia- 
tion Eeport Avheie estimates have pioved to be entiiely faulty or where pro- 
jects have been staited without the pioper lules having been observ’-ed 
But I do not think it occuis often We do admit that in the case of the 
Kangra Yalley Eailway we did not start with detailed estimates The 
Kangia Yalley case was an lne^^table exception There we departed from 
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the lules ourselves and ^'pso facto we expeeted the railway also to depart 
from these rules 

Chairman — ^You would admit, then, that it is an unfoitunate incident 

Sir Austen Sadow — Certainly At the same time, you must put beside 
it the good examples that theie have been in the Pun 3 ab It is one bad 
case against 10 good ones 

Mr Boy, — ^Will you tell us something about the Khyber Railway ? 

Sir Austen Radoiv — It was originally started directly under the Rail- 
way Board When it was initiated the N W Railway was so busy with 
the Afghan Wai that they thought it inadvisable to put it under the Agent 
of that line The original estimate for that line came to 175 lakhs It was 
a scheme for which the estimate had to be piepared undei extreme diffi- 
culties It was consideied a matter of great uigency and the Engineers 
had to do then survey woilc, pioteeted by guaids, uith the probability 
of being snijied at any time Consequently it would have been a very diffi- 
cult thing to expect that the estimates would be as good as they would be 
in an oidinarily peaceful country Moreover, the country was extremely 
difficult I doubt veiy much, whether, even if it had been absolutely 
peaceful you could have expected the estimates to be at all accurate within 
10 per cent 

Chauman — ^What is the net lesult now ’ 

Sii Austen Radoiv. — The net result now is 300 lakhs as against 175 
lakhs 

GJiaiiman — We would like to know what you have got to say on these 
two cases in a geneial way I take it you regard them as exceptional eases 
and you do not defend tnem ^ 

Sir Austen Radow — I do not defend eithei but as I say in all these 
eases you ha\e got to take into account vhat tlieie is to be said on the othei 
side After analysing the Khyber case we came to our conclusions last year 
and we communicated oui views to the N W Railway There were two 
officers and foui suboidinates whom we blamed We did not know whether 
the 4 subordinates weie still in seivice or not because they weie temporaiy 
hands , so we left them entirely to the Agent They were not, howevei, 
chiefly to blame , it was the officers who were to blame There was some- 
thing more than that There was inadequate supervision and the man who 
was responsible for not providing that adequate supervision vas the man of 
genius who really designed the line I am absolutely satisfied that he put 
upon these men more than they could possibly have earned out I do 
not suppose any one of you realises the difficulties we had with these 
tunnels One of the lessons that we have learnt from that construction is 
that we must have a complete investigation of such countiy by a geological 
expert befoie any woik begins That lesson howotei came too late for 
the expel lence of the Kangra Valley In the Khybei Railway case the 
geological expert pointed out the very difficult stia+a we had made this 
lailway thiough and he proposed eeitain safeguaids which he thought 
would make the thing safe 

Chan man — ^You vould have had a more accurate estimate fiom him ^ 

Sii Austen Radoiv — ilc was not in a position to make estimates , he 
was only in a position to show some of the difficulties We have howoi’er 
leaint tins lesson fiom it that the geological expert in a case lilce this 
must be In ought in in a very much earliei stage 
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Chav man — What about ordinary construction ? 

Sir Austen Eadow — The other examples that I have mentioned on the 
Noilh Western railway aie a justification for saying that in a plains country 
lilve the Punjab we can get accuiate enough estimates without the waste 
of time and money that we should incui it we went in foi preparing 
detailed estimates befoiehand in such cases Theie is a laige waste of time 
and money if we piepaie the lattei from the beginning 

Chav man — Quite so , but is it necessaiy to have detailed estimates ? 

Sv Austen Eadotv — ^Yes, most certainly That is one ot oui stipula- 
tions 

Chav man — ^What object does it seive ? 

Sv Austen Eadoiv — To enable the audit to keep a chock on expendi- 

tuie 

C nan man — But the Auditoi General suggests that the prepaiation 
and completion of a detailed estimate after the lailway has been built is a 
sheer waste of time and money ? 

Si) Austen Eadow — I think so too We intend to see the detailed 
estimates piepaied earliei, that is befoie the woiks aie commenced I 
may say at once that we have not had much help fiom the audit in this 
diiection The audit, foi the fiist time, bi ought to the notice of the 
liailwaA Boaid the fact that ceitain piojects were being earned out without 
detailed estimates, aftei the lapse of eighteen months or so alrei the piojects 
weie started Suiely the audit might have found that out much eaxlier 
than 18 months and thus helped the Eailway Boaid 

Sir Fiedeac Gauntlett — That statement is being made ■iepe<itedly I 
would supply the Committee vith ,i copy of tlm lettei of the Chief Auditor 
winch we leeeived on that question, and I would ask the Committee to 
defei then judgment on this question till then 

Sv Austen Eadow — I do not want the Committee to piejudge 

Chairman — ^You youiself must have known that a project has been 
stalled without detailed estimates ^ 

Sv Austen Eadow — We did not knoAV at all The detailed estimates 
do not come up to us unless they are veiy seiiously in excess oi in fact 
moie than five pei cent in excess ovei the abstiact 

Chairman — ^Aie you satisfied with that ^ I mean, is it not possible for 
you to adopt a piactiee like this that the Railway Board will be lesponsible 
foi seeing m what cases detailed estimates may be dispensed vith before 
constiueiion commences 

Sv Austen Eadow — We do not piopose to do away with detailed esti- 
mates at all What has happened in these eases has resulted L’lom an 
attempt which was started about five or six years ago to feel oui way to 
some extent, so as to enaole us to avoid unneeessaiy expcndituie in the 
pieparation of piojects and to get them through much quickei 

Chairman — ^Who is going to be lesponsible for saying that you must 
start such and such a pioject Avithout detailed estimates ^ 
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Austen Hadoiv — -W e do not propose to give tliem power to start a 
piojcct without detailed estimates 

Chairman — ^You alvays know of cases wheie they do start without 
detailed estimates ^ 

811 Austen Hadow — Theie must he exceptional cases Yon cannot 
helj) that in the case of new project woilcs on open lines 

Chan man — Can you not lay down a rule that no project requiring 
sanction of the Eailway Boaid should he constructed without detailed 
estimates ? 

Sn Austen Hadotv — That comes under what I am going to tell you 
The point is this What we do is that a survey is first made, as was said 
by kli Neogy, on vhieh they prepare an abstiact estimate which has to 
go tliiough the hands of vaiious people befoie it is sent to the Railway 
Board We examine the lepoit to see whethei the prospects of such and 
such a project aie icasonably good If on examination the Railway Board 
finds that the project shows a pooi leturn, then the Railway Board 
turns it down If on the other hand the project looks promising, the next 
step that the Railway Board takes is to put it befoie the Standing Finance 
Committee if it deems fit to do so and after satisfying itself by making 
further enquiiies on tie project If the past experience of a railway 
vlueh sends a project is good, then the Raihvav Board relies on their 
abstiact estimates with due regard to the sort of country through which 
the hire goes and the Railway Board in such a case does not insist on a 
detailed estimate being prepared before it is put befoie the Standing 
Finance Committee for its sanction The first thing that the Railway 
Board does then is to sanction what is called a final location suivev which 
geneially takes, unless the project is a veij’’ short one, an important part 
of the cold v.eather The new thing that we propose to introduce is this * 
Ave «-hall say that a detailed estimate has got to be prepared, while you 
are doing your final location suivev and the estimate has got to be sent 
irp here befoie the project is started That is the new thing which we 
propose to introduce, and ve do not think that rvill lealh’' cause waste 
of lime That rvas not done 111 the recent past In the first instance, we 
did not even prescribe exactly the sequence of events From our experience 
we negan to know hoAv these things could be tackled better One of the 
gieat ditficulties that has arisen during recent years rvas the acquisition 
of land and this question has become moie and more difficult all through 
India This was partly because our reformed procedure about the abstract 
estimates was introduced But -ne do not allow er’^eiy railway to propose 
a nroject based only on abstract estimates It is only in certain railways 
we accept the abstiact, because we do not think the others have got the 
organisation or the experience to do it 

Chan mail — As I uiidei stand it, a* our ordinary procedure Avould be 
that construction would not start before j^'orr got detailed estimates 
Detailed estimates aviII be the normal course 

8ir Austen Hadow — That is the ordinary sequence to the final location 
surA^ev which has to be done 

Chairman — You cannot start your Avork until you haA^e done final 
location survey so detailed estimates Avill proceed pau passu with your 
location surA’^ey ’ 
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6'<j A'lcsten Hadow — ^Yes 

Chatinian — So that the normal course is that no project -will start 
■without detailed estimates 

Sir Austen Hadow — ^Tes 

Chan man — It comes back to what I said befoie No-w, you will know 
at once whether a project has been started without detailed estimates, 
because it will mean departing from your o-wn authorised procedure ? 

Sn Austen Hadoiv — That will be so, but these orders have not yet been 
issued 

Chan man — ^When will they issue 1 

Sir Austen Hadoiv — They will issue now 

Chan man — That will mean that what happened in the Punjab -wtII 
not happen again and it will also mean that you do not require the audit 
to eaU your attention to the fact that a project has been started without 
detailed estimates ^ Tou will yourself know it immediately ’ 

Sn Austen Hadoiv — Objection statements will be there But this 
does not affect the Kangia Valley project because there we ourselves 
departed from our o'wm rules 

Chan man — I quite agiee What j'ou tell uS eo\eis construction of 
lailwaj’s But there are other forms of projects 

Sn Austen Hadoiv — ^You mean open line works 

Chan man — Kemodelbng of a lailvay yaid, extending or repairing a 
voik'shop and so on In all these cases will the «ame rules apply, namelv 
that no project mav be started without detailed estimates " 

Sn Austen Hadow — That is the rule nov o^er all open line works 
Of course there must be exceptions to this rule Supposing we find some- 
thing happening to a budge Surely then we should not v ait for a detailed 
estimate befoie repairing the budge 

Chan man — That is an cmeigenej^ voik 

Sn Austen Hadoiv — These are works which have to be treated as 
exceptions 

Chan man — Starting of a project without detailed estimates really 
only applies to construction of new lines 

Sn Austen Hadoiv — It really was not authorised there We did not 
mean it to be done except in the case of Kangra Valley Railway 

Chan man — ^Youi present new procedure which you propose to issue 
will make it impossible that it should recur again * 

Sn Austen Hadoiv — ^Yes 

Chan man — I think that clears up the position 

Sir Fiedeiic QauntleC — I want to say a word on the point of informa- 
tion given by the audit Information was given by the audit to the Agent 
of the North Western Eailwav regularlj^ but whether it came up here to 
the Railway Board or not, I cannot say without reference to records But 
it was actually supplied to the North Western Railway The other point 
IS and I do not think Sir Austen Hadow meant it — ^that detailed estimates 
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-were lequned for audit pui poses I suggest tliat it is exactly the other 
v^ay round, that the detailed estimates, if they aie lequired at all, are 
requiied for puiposes of scrutiny by the executive and the administiative 
authorities of the company oi the hne The audit merely helps them 

Chajnnav — 1 say that tlie detailed estimates aie required foi people 
•who are exercising financial control I thinli: Sii Austen Hadow’s point 
uas a different point I asked him -ndiy he piepaied detailed estimates 
when the pio.iect had alieady finished In that case he prepared it because 
the audit v anted it 

Su Ficdcuc Oannilett — I should say that the audit does not in the 
least lequiie them 

Chau man — ^We hare got away from that Detailed estimates must 
ahvavs be piepared before work is oideied to be started 

Sir Austen Hadow — These orders do at present exist and we have not 
yet cancelled them We are nevei supposed to depart fiom those rules 
except in paiticulai cases, such as the present Kangia Valley ease 

Af) Ncogy . — ^Ilaving legaid to the time that we have alieady taken 
in legaid to this question, I do not propose to put the other questions given 
notice of bv me It is enough if Sii Austen Hadow prepares notes on the 
other questions and cu dilate them to the membeis so tint the sub-committee 
vhich IS going to sit next week may have the benefit of those notes in its 
im estigation of the railway'’ cases 

Sii Austen Hadow — I have got no notes written on those questions 
at piesent I intended to answer them ex tempo) e 

800 Chat) nian — The suggestion is tliat instead of examining you on 
these questions, we would be very glad if you would prepare notes on 
Ihc'-e questions, such as the policy of the Railway Board in regaid to the 
railway collieries and so on In the lepoit before us we have been told 
that a certain laihvav colliery w'as closed down Is that the accepted policy 
of the Eailwav Board ^ 

Sir Austen Hadow — The answer is simple We develop the output of 
oiu collieries now^ according as w^e want to use them to conltol coal pi ices 

Ghat) man — The attention of the CominiHee has been diawn to para 
123 of the Report Surely the Raihvay Boaid can give us a note on this 
paragiaph 

S’l) Austen Hadow — ^Yes 

801 Chairman — Col Kirkhope of the Indian Stores Department told 
us the othei clav that he had eneouiaged and made it possible for an 
Indian factory to make certain non eastings for one of the lailway piojeets 
w'hieli was recently started 

Sir Austen Hadow — I give eveiv ciedit to Col Kirkhope Oiu 
Engineers lately got steel castings weighing I believe 14 tons and I w^as 
really dirpiised to heai that it had been done in India He deserves every 
credit for that 

Chav man — So he has done something to encourage Indian industiv 

Str Austen Hadow— Yes, m that steel easting industry particularly 
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802 Ghaiiman — That bungs us on to the question of stoies puiehases 
■of Eaih\avBoaid on which Colonel Cidney wanted to put eeitain questions 
Do you considei the Stoies Department of the railways efficiently adminis- 
tered ^ 

Aui-ien Hadow — ^Wc consider that the Stoies Dejiartment is im- 
piOAung eveiy daj" We have not been quite satisfied in the past we 
recruited the right kind of men for oui Stoies Depaitment We have made 
a gicat change in the policy and this was lecently laid down in a ceitain 
leport of the Kailway Boaid vliich is now being followed up The mam 
fealuie of that polio as afitecting the piesent question is that we bung 
in technicallv tiained men civil engineeis mechanical engineeis, etc, into 
the Stoies Depaitment instead of leciuiting lather pi oniiscuously in the 
rnaiket as Avas often done in the past We get technically tiained men 
We laised the status of the Chief Conti ollei of Stores with the aim and 
object of getting a bettei man into it than had been atti acted to it befoic 
and it IS undoubtedly liaAnng its good effect As regaids the Indian Stoies 
Depaitment, oui policA'^ ha 3 been, caci since it staited, that aac Aimuld go 
to them AvheneA'^ei and wheievei Ave saAV an advantage to us in doing so 

803 Ohm) man — Colonel Kiikliope told us that the Indian Stores 
Depaitment could not pay its Avay unless practically the Arhole of lailwaj 
puiehases AA'^ere put thiough them 

Sn Austen Hadoiv — That is about 36 eroies 

Chairman — He said 8 cioies 

Sn Austen Hadow — I do not knoAV Aiffiat he meant by that We make 
puiehases to the extent of 36 eioies The position is this Ave aie pie- 
paied to hand OA^er to him anything Ave think theie is an adiantage in doing 
so But AA’^e liaA'e got to keep oui oaa'u stoies oiganisation We cannot get 
aivaj fiom them and in a A’^eiy large iiumbei of cases they aie m a much 
bettei position to bm^ foi us than befoie But that position is alteiing 
everv day, because we aie intioducing standards of all kinds, new stoies 
slandaid specifications, stanclaid sires and eveiything else The moie that 
dcwelops the moie possible Avill it be foi the Indian Stoies Depaitment 
to handle oui AAOik Avitli adAmntage to us Last yeai we handed over to 
them a list of additional classes of things we could buy through theiu 
Among others, thcA* aie oils paints cotton AAmste and so on We have noAV 
been fold that they haie got instiuctions to pui chase all the Avne foi the 
Telegiaph Depaitment That aaiII influence us veiy laigely in placing all 
our demands foi aauic uath them because they aauII become a A^eiy big poAver 
lu the mattei of AAuie and aa'c shall piobably get much bettei prices Theie- 
foie it AAOuId be adiantageous foi us to place an older foi wiie thiougli 
them I AAOuld saA' in ansAA^ei to the question Avhether I would lecommend 
that the Stoies Depaitment of the laihvays should be doused down except 
for minor local iniicliases, that it is not a possibility 

CJiavman — It may not be an immediate possibilitj’ 

/S'u Austen Hadoiv — It is ncAei a possibilitA’" , besides jiui chase iliCA' 
luiAc got many othei functions 

Chan man — The lequest in that paiticulai question goes too far But 
I ''vould hke to put to Amu the geneial point of Anew We, of course 
quite recognise joui point of vicav fhat in running a eommeieial shoAA, 
>011 cannot be expected to utilise the Indian Stores Department unless it is 
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to your advantage to do so Of eouise the Government of India may lia\e 
A diffeient point of view It may be foi example, that if you aie buying— 
taking any laige standaid article that you are buying — ^lubricating oil foi 
tbe puces at which the Indian Stoies Department can purchase foi you, you 
have to add on to that 2 per cent which the Indian Stoies Department 
charges as commission That may not be so favouiable as joui own piiccs 
Sup])o&ing the Indian Stores Depaitment by getting your pui chases can 
make in piofits a full 2 pei cent Taking the point of view of the Govein- 
xuent of India as a whole, it w^ould pay them to make that pui chase 
although it might not pay you Naturally the Government of India would 
look <it that fiom the point of view of the whole Government and piobably 
in the end an inciease in the business of the Indian Stoies Department 
would enable it to reduce its commission and even your depaitment might 
diieetly benefit What I leally vant to knoiv is whethci you think it 
feasible tlial some aiiaiigement should be made paiticulaily as icgaids the 
big pui chases that the lailvay should fox the time being agiee to pay the 
slightly highei chaige in ordei to give business to the Indian Stoies Depait- 
ment and thus give it a chance of building up its business and getting on 
to a leally paying basis 

Bu Austen Iladoiv — ^We aie going on and we aie quite piepared to 
eonsidei eveiy yeai, oi eveiy six months what moie we can advantageously 
gne to the Indian Stores Department Dut I think we shall get on to 
dangeious giound if ve depart fiom oui own view of the matter because it 
IS not only a niattei of commeieial sense, but also it is the lesponsibility 
that ha's to be placed on oui officeis and the feeling that they aie not 
possibly being treated faiily When they feel like this, they will visualise 
the ]jossibility of some ot them being sent about their business because tiveie 
is not yorlc enough foi them to do If you create such a feeling in the 
Dejiaitmeut, that is veiy bad foi the administiation and they will feel that 
you aie bolsteiing up one depaitment at the expense of anothei I only 
put that as a possibilitv I am quite piepaied to go on adding to our orders 
thiough the Indian Stoies Depaitment year by year Or we can even 
eonsidei eveiy six months I have already said it will now be advantageoiw 
foi us to pui chase wne thiough the Indian Stoies Depaitment We have 
given them oils and cements 

Chavmaoi — ^Your attitude is that it would be a bad move foi the 
Goveinmeiit of India to issue a general older saying that you have always 
got to make your purchases thiough the Indian Stoies Department, because 
as each aitiele comes up, you aie quite piepaied to go into it and I might 
go iuithei and say, that yon might even be prepared to pay a slightlv 
highei price if bv doing so, the chances are that the Indian Stores Dejiait- 
ment might ultimately improve their position You take a long view of the 
matter ? 

Sii Austen Hadow — I would like to say that we had the curiosity to 
enquiie not veiy long ago what the South African Bailways did on this 
point, because we read in some commercial journal that there was one Agent 
for the whole of the S A Government purchasing business We wiote 
to the General Manager enquiring what he did about railway purchases 
He said we are not included in this I have got control over my own 
purchases and go to the Government purchaser wkenever I think it is 
advantageous to do so ” They are evidently actuated by the same prin- 
ciples as ve have been working on heie It is rather a useful siippoit for 
us 
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C?iav ma 7 t — He did not tell you wliat volume of business be put 
tluougb ? 

Sii Ai(stc7i Badoio — It was indicated that it was not an extraordinaiy 
amoant Heie in India tvo-tliiids of oui purchases are included undei 
foiu 01 fi\e big categories of stoies, of which the biggest is rolling stock 
\Ve contiol those pui chases heie and ve should in no case go to the Indian 
Stoies Depaitment foi the pui chase of oui rolling stock 

Chan man — ^No, it has never been suggested at aU 

Coloitcl Gulncy — I am much obliged to you Sii Austen But outside 
all sentimental reasons I put a picture to you You have in Calcutta 
the tciminii of tliiee lailwavs You have in Bombay the terminal of two 
lailvays In Dellu you have a lot of railways We wiU take Calcutta, 

1 think you vill agree vith me that the stoies department of one railvay 
at least did not acquit veiy cieditably ^ 

8u Avsten Hadow — Quite right 

Colonel Ghdney — ^You have that position theie What is there to 
pi event the Indian Stoies Depaitment fiom supplying all the things which 
(he-^e three railways want at Calcutta fiom a cential supplying depot 

8ij Ansfen Hadotv — That might be possible 

Colonel Gtdney — Then you can leduee your staff ^ 

iS'i? Aw'tc^i Hadow — We do not vant to leduce oui stores oigamsa- 
tion staff much 

Colonel Gidney — Then would you give me youi opinion on the point 
uhethei it would not be moie advantageous if the Indian Stores Depait- 
mcnt had supplied all the stoies to aU the thiee lailways at Calcutta 

Si) Austen Hadow — They are in a bettei position in Calcutta than 
in many othei places, because it is their centre 

Colonel Ghdney — The Lemsiatne Assembly is leiy desiious of en- 
coui aging the Indian Stoies Depaitment as it is its pet child I ask you 
vhethei it is practicable for the Railway Board to help the Indian Stoies 
Deinitment by making all its pui chases through them ? 

871 Austen Hadoxv — I am absolutely leadj" and as a mattei of fact 
we hate considered alieady the question of buying in Calcutta We hate 
not considered it exactly from the point of view of handing it ovei whole- 
sale to the Indian Stoies DepaiLment, because I do not think it would 
work efficiently In fact, the Indian Stoies Depaitment did say they could 
not unieitake it All I am sa 5 nng is that the Indian Stoies Depaitment 
has a gieat advantage at Calcutta and we aie not quite in the same 
lio'-itioii theie We ha%e only one State railw’’ay eentie in Bombay and m 
Calcutta we liaie got two As regards company-managed railwaj^s, as I 
alieady remarked in a recent file, I do not believe in “ bludgeon ” methods 
to compel them to make all their pui chases thiough the Indian Stoies 
Dopainnent I want to get them to buy in that wa}^ in eases where it can 
be -liown to be advantageous to them We have made a good deal of 
progress in that respect but I do not want to antagonise all these companies 
b.' insisting on their doing a thing which is not jirovided foi in their 
contracts They are entirelj- responsible for their purchases 
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Colonel Qidney — I am piessmg my point about Calcutta with a parti- 
cular object I am only confining my remarks to the two State Railways 
I lake It that it is quite easy to establish one supply depot foi tliese two 
State Railways in Calcutta under the control of the Indian Stores Depait- 
nient to supply everything you want ’ 

Bii Austen Hadoxv. — That would be a little bit difficult and I uill tell 
you 'vhy You want depots all over the place In every place wheie there 
IS a uoikshop you must have some sort of a depot Largely that depot 
IS fed by the things that the railway makes itself , and this is a thing -which 
we insjst on in our leeent policy as legaids stoies that things that aie made 
in onr own workshops shall not be used on the spot m that workshop but 
shall be passed through the stoies because otherwise there ib lOom for 
malpractices These manufactured articles are handed over to our Slores 
Department and they are then issued out Therefore it does not amount 
to having one cential depot in the middle of Calcutta, say at Howrah or 
Sealdah It would extend to various places on the two railways where 
thcie would have to be Stoies Department men under the control of the 
Agent 

Colonel Ckdney — Of course I referred to the large matteis, such as, 
■taipanlins, cotton waste, wagons and locomotives, etc 

Austen Hadoiv — regaids uagons and locomotives, etc, I have 
told the Chairman just now that we have no intention of passing on our 
lesponsibilities as regards rolling stock to anyone else 

Cl’ (111 man — I thinl!: short of going into very great details about store': 
we have got a very good general picture of the situation 

St7' Austen Hadoiv — I hope the Committee are satisfied that I am 
perfectly ready to extend our use of the Indian Stoies Department up to 
certain limits and as far as it can be to our advantage I am quite satis- 
fied that as it is being worked now it is an efficient oiganisation and I am 
quite prepared to place orders with them if Colonel Kiikhope can come 
and satisfy me with a list of the things which he can do I cannot of course 
say straightaway that I vull place my oideis with him and in some cases 
I should have to consult the Railways I might agree to this that foi 
the lust year or for the first two years railways should be asked to jilace 
half their orders for a certain article with him and half their orders on 
then own system and see which paid them best It is a fair way of doing 
it It gjves the Indian Stores Department every advantage because when 
it gets an amalgamated order it can place a bigger thing on the mailcet 
than the individual railway , tlieiefoie I think it is a fan way to do it 

Chav man — I think this is a veiy valuable suggestion 

Colonel Gidney — It may be that your stores would get mixed up and 
you would not know which was better 

Sv Austen Hadow — That might be I am assuming that the stores 
delivered vould be of equal quality because we do not hand over anything 
to the Indian Stores Department without a specification attached to it 
There is a little difficulty about cotton waste in that respect because every 
railway uses different lands of cotton waste But what I meant was that 
whethei they paid more or less for the 50 per cent that they bought through 
the Indian Stoies Department oi for the 50 per cent that they bought 
themselves, I think it is a fan test and it gives the Indian Stoi es Depart- 
menl every advantage I should also like to draw your attention to 
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Appendix XII of the Indian Stoies Department Admimstiation Keport 
showing the great extent to which we support them with inspection pay. 
ments as opposed to actual buying So in any ease whethei we buy thiougk 
them 01 not we place with them all soits of orders’ for inspection 

Sjv Fredei ic Gmntlett — Would you still be piepared to get them to do 
your inspection woik in cases where you have no adequate statf yourself ? 

Sir Austen Sadoiv — ^We do it now and we shall never thinJc of with- 
drawing it as long as it is efficiently done 

Mi Neogy — Who used to do this inspection work for you before ? 

Sir Austen Sadow — ^We weie instrumental in starting that big Test 
House in Calcutta We aie not against the Indian Stores Department 
at all In fact we appieciate them But those steel eastings that I saw 
in Calcatid Avere rathei a revelation to me 

Mi Rau — I think we can say that we are the laigest customers for 
then iiisiiection at any late — ^the value aveiages 3 croies 

804 Chairman — Befoie ive conclude this examination, Sir Austen 
Hadow, I should like to thank you on behalf of the Committee and I should 
pist like to refei to one thing When we weie discussing the position of the 
Ooveinnient Examineis particularly in i elation to State-owned railways 
we got to the conclusion that you leeognise the great value of their ivork 
in helping you to peiform effectively your own functions 

Sir Austen Madoiv — Ceitainly, we never question that 

Glia liman — What I want to say is this, — and it is a thing Avhich is 
felt A'ery much by this Committee, — that when the Government Examiners 
do detect financial irregulaiities they do expect the Railway Boaid to take 
immediate and adequate action upon them 

Sir Austen Hadow — The onlv thing that I object to is the word 
“ immediate ” We must hear the othei side 

Chairman — I would call that immediate action 

Sir Austen Hadow — That is all light then, but these things do take 
an extraoidinarily diffeient aspect when they are put to you from the 
other side of the pictuie 

Glum man — I am suie we all appieciate that 

Sii Austen Hadow — ^But many people do not appreciate that and I 
think it is necessary to remember that a great many people both on the 
audit side and the engineeiing side do not take the trouble to appreciate the 
other Side 

Gliavman — The audit side aie the counsel foi the prosecution, as it 

veie 

Sii Austen Hadow — There are Avays and A\mys of doing it and I Asmuld 
not like you to go uaa aA^- v ith the idea that the audit staff are ahvays perfect 
and the othei side are all bad 

805 Ml Mitia — I think I carry an impression that after the sepaia 
tion convention the RaihAmy Board thinlc that it is their only duty to see 
the laigest net gain and not to look to any other higher policy ? Is that 
so ? 



Ghaiiman — ^No, I think the Eailway Board -wonld say that they re- 
(sognisc* that they are a public utility service and that one of their duties 
IS to woilc the railways so efficiently that it is possible to effect late reduc- 
tions so as to make the lailways pay They have to pay a certain dividend, 
to the Government as shareholders and they also have to paj- a sliaie to the 
pabhc in pioviding the cheapest possible tianspoit facilities 

Ml Mitia — I think I undeistood Sir Austen to say that theie are 
othei people to look after the general interests of the country Supposing 
by lowermg the rates a bit we lose a ceitain amount, but it will be a great 
boon to the people of India as a whole In that case will the Railwaj’^ 
Boaid be guided offiy by the question of the net gain oi will they consider 
other questions as well ? 

Si7 Ausien Hadow — I think there is fairly good evidence in the budget 
speeches which have been made in lecent yeais that we do pay attention 
to these other things At the same time we considei that the best benefit 
IS obtained by reducing our cost of w^oiking and low^ering the lates in 
Older to encourage tiaffic, still keeping oui dividend, as you may call it, 
the same That is the gieatest gain to the gieatest number But the 
whole ol oui budgets and everything else show’^ that we do take public 
considei ations into account in ways which do not bring m any immediate 
financial icturn Refeienees were made particularly in Sir George Rainy's 
budget speech this time about improvmg the conditions of the staff I may 
say that for the last 4 or 5 months a very laige portion of my time has been 
devoted to the consideration of various ideas in that way, so that we are 
not bound down to the very narrow view that net gain is eveij' thing Net 
gam must be qualified by a reasonable consideration of all sorts of things 
But of course we look to the ultimate good of ouiselves as well 

806 Maulvi Mohammad Yakub — ^Is it a fact that the Railway Board 
are not exercising proper control over the admimstration as they ought to 
and that the Agents have been made more or less autonomous ? 

Austen Eadow — ^We have given them more powers designedly 
because we consider that we have got bigger functions to perform up here 
than undertake detailed control 

Maulvi Mohammad Yakub — ^Do you think it will lead to efficiency in 
administration ? 

Sii Ausien Eadow — I understand that a statement was made in the 
Oommittee here that the administration of the railways is very bad, m 
fact seriously bad I protest that a statement like that should not be made 
without proper examination and I welcome any investigation to prove the 
contrary 
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Evidence taken at the seventeenth meeting of the Public 
Accounts Committee held on Saturday, the 24:th August 
1929, at 11 a.m. 


Pbesisnt 


(1) The Hon’ble Sir George Schuster 

(2) Ml T A K Shebvani 

(3) Mr B Das 

(4) Ml S C Mitba 

(5) Kumai Ganganand Sinha 

(6) Maulvi Aedul AIatin Chaudhuby 

(7) Mr K 0 Keogy 

(8) Maulvi Mohammad Yakub 
(0) jMr IL C Roy 

(10) Lieiitenanl-Colonel H A J Gidney 


Chairman 


C Members. 


j 


(11) Sii Fbedekio Gauntlett, Auditor General 

(12) Ml J jE C Jukes, Controller of Civil Accounts 


(13) Ml A C Badenooh, Director of Commercial 
Audit 

(14) Mr 0 A Travers, Accountant General, Cential 
Revenues 


LWere also 
I present 


(15) Mr T Tv Rajagopalan, Officer on Special 
Duty, Finance Department 


(16) Mr B Nehru, Depu+v Auditor Geneial 


Dll E Burdon, Financial Secietary 


Wiincss 


Grant 25 — Intel est on Oidinaiy Debt 

807 Chan man — ^Paiagiaph 31 of the Auditor General’s lettei — 
Grant No 25 — Intel est on Ordinal y Debt and Reduction or Avoidance of 
Debt — (a) Page 120 — note A -1 The Public Accounts Committee may like 
to enquire the circumstances in which the payment of Rs 3 lakhs was made 
on the 30th March instead of the 1st April, 1928 

Mr Burdon — The circumstances are similar to those of the case 
which I thmlc the Cential Boaid of Revenue explained to the Committee 
The Deputy Controller of Cuiieney, Northern India, issued instructions to 
the Agent, Impeiial Bank of India, Agia, to pay the amount on the 1st 
Apiil, 1928, but as the 31st March and 1st Apiil were holidays, the amount 
was actually paid by the Bank on the 30th of Maich 
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Grant 26 — Interest on M'lscellaneous ohUgaUans 

808 Ml Bill don — The expendiliuc \indei this head i& •watched by 
the Accounts Officeis eonceiued and additional allotments oi le-appiopiia- 
tions are sanctioned by the Finance Department at the request of those 
ofliceis The Auditoi Geneial has promised to take necessary action as 
regards D-1 As legards paragraph 32 (o) of the letter these items are 
the eoueein of the Accountant General, Posts and Telegraphs, and the 
Finance Department rvil] issue instructions to him The explanation of 
the mistake referred to in paragraph 32> (&) will be given by Mr T K 
Raiagopalan 

M) EajagopaUin — It is a cleiieal error on the part of the Pay and 
Accounts Officer, Secretariat He foresaw that provision was necessary, 
only he asked for it under sub-head (E) instead of under sub-head (D) 
That explains the diifeience In future he has promised to be more care- 
ful That mistake could not be discoveied in time because all the ad- 
justments on account of interest are made in klarch final accounts, several 
months after the close of the year It was really a clerical eiror 

Grant 67 — Gmiency 

809 Chainnan — Paragraph 54 — Page 323 “ I endorse the lemaiks 

of the Accountant General in the penultimate sentence of sub-paragraph 1, 
and in sub-paragraph 2 It seems that a laigei cut for probable savings 
would be justified It is noticeable that several excesses over sub-heads 
remained uniectified ” 

Ml Bill don — If it rvould interest the Committee either now or at 
some other propei occasion I should like to make a few general remarks 
on the subject of inaccuiaey in estimating So far as this particular matter 
IS coneeined all that I can say is as follows — ^As regards the remark of 
the Accountant General, Cential Revenues that the gradual improvement 
during past 'V'eais lias not been maintained in the year under report it 
may be mentioned that out of the saring of Rs 3,63,911, Rs 2 lakhs is due 
to special lebato given by the Bank of England on the contract piiee foi 
eurieno* notes printed by them The India Office knew about this only 
at the end of Febiuarj’-, 1928, and we recen’’ed the information in April, 
1928 Excluding tins special item, the saving amounts to only Rs 1,63,911, 
a saving of 2 2 pei cent which I think is a slight improvement ov ei the pre- 
vious yeai The Auditoi General icmaiks that several excesbcs over sub- 
heads remanred uniectified Actually, the excesses uniectified 'ueie as 
follo'us — 

A -1 — Non-voted Rs 89 due to disbursement of pay foi March in 
March owing to leave being talcen out of India 

B -n — There is an excess of Rs 152 due to accounts adjustment after 
the close of the year 

C -2 and C -3 — There are tuo large excesses, one of Rs 5,658 due 
to additional expenditure on travelling allowance on account 
of staff recruited in England and the other is Rs 2 489 due 
to provision made erroneously under C -4 

D — Madras — Rs 6,647 was due to larger remittances of treasure to- 
wards the close of the year 

H62CPBr.nD 23 
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II — ]?•> 128 The actual expenditure on the purchase of a site for 
the election of the Lahoie Cmrency Office building was 
Es 6,01,128 and the additional aUotnient which we obtained 
from the Assembly ^\as Es 6,01,000 in round figures The 
ditf ei ence of Es 128 is accounted f oi in this way 

Items A-1 and B-5 are vei3^ small amounts which I belieAm the Committee 
will agiee might be ignored C-2 and C-3 occurred in the Currency Note 
Piess at Nasik and I think they are probably ascribable to the fact that 
the Pre‘'S uas a new institution The excess undei D must be due to un- 
foreseen causes — laigei lemittanees of treasure towards the close of the 
yeai It is a thing which it is not always possible to control 

810 Chav man — I think Ave might take this occasion to heai Avhat 
geneial lemarks 3011 have to make on the question of inaccuracy of esti- 
mating 

Ml Bill don — I am speaking not only of the Finance Department 
estimating but the estimating of other Departments also It might inteiest 
the Committee to know that when I letuined to the Finance Department 
about tAvo veais ago, after an absence of seAmial jmars, 1 found that not- 
v/ithstanding the additional liabilities arising out of the reformed consti- 
tution, the Legislature, the Public Accounts Committee and the Standing 
Finance Committee, the Depaitment was stiU working with a temporary 
Budget Olfieei, foi five months in the ^mar only, and the moment the 
Budget was launched at the end of March, the Officer Avho did the AAmk 
of Budget Officer, leA^erted to his permanent appointment of Under Sec- 
letaiv 01 Assistant Secietaij" as the ease might be lie then started to 
do oidinaij" ease work, eases arising out of the Civil SeiAuee Eegulations 
and the Fundamental Eules, expenditme cases, etc He gave such time as 
he could 2>h3’'SieallA" siiaie to any Budget Avoik that came uji, the prepara- 
Tiun of the four-monthly estimate, financial notes, or anj'thing of that 
kind Then at this time of the j'eai, he became Secretaiy of the Public 
Accounts Committee and I peisonallA’’ regard it as most important that 
the Budget Officer should be Seeietaiy of the Public Accounts Committee 
'After all the essential function of the Budget Officer is estimating, and 
he has got to get his estimates confoim to actual expenditme and he has 
got to be in a position to investigate discrepancies between the two Now, 
the woik tliat is done m the Public Accounts Committee is most Amluable 
in focussing discrepancies between estimates and actual expenditure, and 
the observations of the Public Accounts Committee must of course neees- 
saiily be Ihe guide to rectification in the future After he had done the 
AAOik of the Public Accounts Committee, then in a month or two, he 
Avent back and sat doAvn to do his work as Budget Officer, Avliich means 
haid woik duiing the whole of the cold weather He is relieA^ed of case 
woik except case AAmrk relating to things like taxation, curieney matters, 
waj’^s and means, etc , which haye an effect upon the Budget He has done 
the work of Secretary to the Public Accounts Committee and then he lias 
gone back to Ins Budget work I should like to say further, that m the 
past it has been ampty jiiOAmd by experience that the Avork Avhich has 
deAmlved upon the Budget Officer is far too much for him By the kind- 
ness of the Standing Finance Committee and the Legishituie I Avas able 
to introduce a reform last year by which the Budget Officer Avas made a 
whole-time officer, so that, now, after the Budget has been launched he 
could deyote a certain amount of attention to watch the operation of the 
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Budget tluougliout llie yeai and to test the accuiacj* of liis own calcula- 
tions He still has do the w^oik of Seeietdiy to the Public Accounts Oom- 
mittoe So fax, eveiything woiks all right , but then he has got to go back 
to do Ins budget during the cold w'cathei One of the puiposes I set down 
when I asked for the appointment of a whole-time Budget othcer was that 
that officer should have leisure to examine the process of estimating in the 
original estimating offices It seems that tliat is a very desirable thing to 
do, and I think the Committee will realise fiom the account I have given 
of the various duties that have to he performed that it is hardly practicable, 
even for our whole-time Budget officer, to go round these estimating 
offices to find out and co-ordinate their work, and yet, I believe it to he a 
rerj'- necessary thing to he done and I do not think that you can cure this 
evil which appears all over the place in these Appropriation Accounts, 
unless you attack it by some practical method such as that which I have 
suggested The formulation of principles, the issue of a pi ion instructions, 
is not really going to get at the desired result I third?; the Committee will 
appreciate that it is almost inevitable that there should be great difterences 
between 1he ways in which different people estimate Borne people are 
naturally temperamentally optimistic, others are the le'verse, some are 
more careful than the others, some may organise the collection of their 
infoimatioii. bettei than others, some people study the matter more seienti- 
fieaily than others I feel that if you could get the co-oidinating officer 
going round and having a conference occasionally rvith the estimating 
officeis in order that they might exchange experience, that that would be 
the wa}”" to improve matters I thought the Committee might be interested 
to lieai rav views on the subject 

Chaiiiiiav — So far. we have not had the full benefit of the W’hole- 
tiinc Budget Officer In this particular year, as a result of heavy wmik, « 
IMi Shankar Ban has had to go on 4 months leave "We have not got 
him with us now When he comes back fulty refreshed from his leave, 
next year we shall have the full advantage of the whole-time Budget Offi- 
cer, wdiich we haA'^e not yet had Do you think, from your expeiienee, 
that a whole-time Budget Officer, when he settles down to his rvoik woultl 
be able to perform the task Avlnclr you have in mew " lie may haA''e more 
Avork to do at the beginning, but A\hen we get things in Avoiking, wall he 
be able to go round the A’^arious offices and personally deal wath the estimat- 
rng officers and co-ordinate their Avork and see that every one is applA ing 
the same tests to his estimates so that we can rely on a uniform standaid 
of accuracy ^ Do you think he Avill be able to do all that work ? 

Mi Bwi^on — Piankh’’, no ^s things AAmj.k out, the Budget Officer 
IS going to haAf a free month in the year AAlien he is not exhausted by the 
Budget work itself — a month to work it in I do not third?; one month 
would be enough Will it bo jMr SanjiAa Roaa ’ 

Ml Sanpva Eoiv — I do not think it aauII be enough 

Manlvi Mohammad Yahuh — Besides his being relieved of his other 
duties what do Amu propose to do ^ 

Ml B''( 7 don — ^I regard a whole-time Budget officer as an absolute 
necessit; You cannot do without it That is a permanent necessity 

Maulvt Mohammad Yaluh — You think the whole-time Budget Officer 
will not be able to go round ’ 
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Ml Buio'on — It •\\61 be a mere iJietence on nn pait if T to say 
tbiit lie can do it 

Mavlvi Mohammad Yakub — What do you piopose then ? 

3 Ii' Bill don — Ab an administrative aiiangement, what I Avould do 
myself is this I ivould put in another officer ivith piopei qualifications — 
Ave should haie no difficulty in finding one — and make him Assistant 
Budget Officei foi the cold Aveathei I Avould make him sit heie in the 
Public Accounts Committee helping the Budget officei The Budget Offi- 
eei has got to be heie He has got to see Aiheie the estimates haAc gone 
wrong The Assistant Budget Officei aauU sit heie during the meetings 
of the Public Accounts Committee take copious notes, and take diiections 
afteiuards tiom the Budget Officei and then go on toui duiing tlxe gieater 
pait of the cold A\eathei and then come back and giAe his lesults to tlm 
Budget Officei lie can then sit back and haAc a look at the results and 
see uhat fuithei steps are lequiied to be taken If you get it thoioughly 
I think 50U jiiobabiA' voulcl be able to do it in one go 

Sv Fudemo (iaunthii — Anothei diiection AAhich aviII interest this 
Commilteo is this I 'think that Mi Burdon has covered a veiy great 
deal Aihen lie lefeiied to the Budget Officei as Seeietaiy to this Commit- 
tee Tlie Commitiec' has to lemembei that being )Seeietary of this Com- 
mittee, does not meiely mean sitting in this loom, taking notes and get- 
ting out the pioeeediiigs A mueli 11101 e impoitant part of the Avork which 
he has got to do is to eo-oidinate, under the guidance of the Membei and 
SeeietaiA, all the aa^oiIc of consicleiing the lecommendations of the Com- 
mittee and g'Aing effect to the oideis of the GoA^einment of India upon 
those lecommendations It is a bald statement of fact that it is not until 
the Budget Officei v as appointed that it has been found possible foi the 
Finance Oepaitmeut to get out the impoitant Besolutions Avhich appear 
this A Cell I tliink Ml Bui don aauH agiee AA'ith me 

Ml Bui non — Ceitainly I could not haie done all this if I had 

not had this additional stiength 

Chaiimuii — We A\ant to do much moie than bring out Resolutions 
We A\ant to see OA’^eiything that this Committee has called our attention 
to tianslated into action 

St) Fifdcnc Gauntictt — If I might put it the othei AAmj’^ the oigam- 
sation of the Finance Depaitment AAas inadequate for this purpose up to 
the time Achen the Budget Officer AA'as appointed, and I thinlc Mr Burdon 
AAould agiee a. nth that 

Ml Bunion — ^Undoubtedly 

CJiai/man — Do you, fiom your expeiience, agiee with Mr Bui don 
that at aiiA’ late to .stait Ainth, we ought to go a step further and liaAe an 
Assistant Budget Officei on special duty to go round ? 

Sti Frednic Gauntlett — I certainly agree with Mr Burdon as to the 
necessity oi eo ordinating the Avork of the officers AAho are primarily respon- 
sible foi tht estimating It is perfectly true that a consideiable portion 
of the estimating is noAV done by Paj^ and Accounts Officei s avIio aie men 
who haA'C had all then tiaining in Accounts offices, and it would be ranch 
simpler to train them than to train men who have had a much smaller 
training At the same time, I fully leeognise the need for co-ordination 
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and fox e'cponndiiig tlxe best systems At anj’’ late, tbis is eeitaiiilr tme 
oi the Engbsh people — it is only bj experiment and eiroi that we lla^e 
to liiresli out the best system 

Colonel Gidnexj — I look upon this as a very important mattei and in 
vieAi oi what l\Ii Burdon has said, I think he has rather given his mini- 
mum lequirements The Assistant Budget Officer is the minimum reqtuie 
nient 


ITi Bit) (Ion — T think we can do it with that 

Miiuh'i jJohammud Yalnh — He will have to be kept longer than a 
leai One yeai is of eoiiise a veiy shoit period 

f/i Bnidov — I do not think so When he comes back with his re- 
sul+‘. and has a conteience ivith the Budget Offieei proper, and they apply 
tile lesulls tliat he has bi ought back to the eential estimates then under 
]jtcpa(atjon one could then sit back and look at the results and see what 
i'. M anted 1 think it is leij’- piobable that consolidation of the work done 
ill tl e cold i\ eatlier ought to be undertaken specially during the succeed- 
ing season up lieie 

Sii Fiedeuc Gaxmtlett . — I should like to make one further remaik, 
and that is, that the amount of cuiient work that can and ought to be 
done bj’ the Budget Officei has not yet been fully ascertained My point 
is tins kli Shankai Hau has been engaged for a quite a consideiable time 
in the bmiging up all these aireais of work of the Public Accounts Com- 
mittee i.hich have lesulted in the initial diafting of these very important 
Resolutions I'hicli are now befoie us, and it will be an essential feature of 
the MOik of the Budget Officer to keep that uptodate Up to the piesent, 
l\Ii Shiiikai Rail has, been engaged in catching up the aireais and it is 
that ivhieli has invalided him 

Chavmon — ^We have had veiy little time to have expeiience of his 
oik as a peiraanent Budget Officei 

Sir Fiederic Gauntlett — ^You have had no experience of his work 
with no arreai s to catch up 

Cha'iiman — If I might get out of my chair as Chairman of the 
Pubbe Accounts Committee and sit for a moment as Finance Member, I 
should velcome any lecommendation from this Committee to the effect 
that the Finance Depaitment should be adequately staffed to ensure that 
full effect IS given to the lecommendations of the Public Accounts Com- 
mittee and that it is lustifiable that in the initial stages we should err 
on the side of being oier-staffed in older to set up a high standard of effi- 
cienej'’ and io hope that that standard will remain 

Sii Frederic Gauntlett — I fully agiee with that It is a vital neees- 
siU cxpeiience of 5 or 6 years has led me to that conclusion 

Chan man — I endorse the remarks of Mr Burdon, speaking as Finance 
Member, ^6rJ fully I know that my staff is over-worked and it is im- 
possible to gel to do everything as well as one would bke 

Maulvi Muhammad YaLuh — This might be one of the lecommenda- 
tions of the Committee 
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i¥? Dak — Wp ^^ould like to make a clideieiit leconinieiidation to 
that of Ml Buidon that tlieie should ho an Assistant Budget Officei I 
have watched the voiking of the Finance Depaitnient fiom outside ioi 
the last 3 oi 6 yeais Mi Aijai was the Budget Offieei, but he uas 
tiansieiied to tlw Eojml Commission on Cuiiency Then there was Mr 
P E Eau ^rho is non m a higher post Then A^e had Mi Shaukai Eau 
He might be tiansfeiied somevheie else 

Chaninaii — Not while I am heie (Laughter) 

M> Bus — Poi this Public Accounts Committee, we had Mr P E 
Eau as Seeiohav and then Mi Shankar Eau 

Cluunnuii — I thinlc you ivant to add something to the leeommenda- 
tion and sav that theie should be a ]ieimanent offieei 

M) Das — If the Budget Officei gets tiansfeiied, the Assistant Bud- 
get Offif'Pi lx comes the Budget Officei 

Ml Jim clou — The leal difficulty is not one of seeming continuity bub 
one of getting sufficient stiengtli to keep matteis at the piopei standaid 
of efficieucv 

Chan limn — Followuug up Mi 13as point would vou sayi^ this that 
just i)t ttie moment wdicn we aie tiling to wmik things up to a standaid 
it IS paiticulaily impoitant to have continuity and that it might be de- 
siiable, foi instance, to keep Mi Shankai Eau as budget officei oiei 
lathei a longci peiiod than miaht be desirable when we haie the whole 
thina walking jnopeilv ’ 

Ml Buidon — I do agiee most dehiuteN because Mi Shankai Eau 
has been associated with the de\elopment of this oiganisation which began 
last ve.ii and it will be leiv desiiable to make him siav on until things 
come to fiuition 

Chau limn — And that his case should not be piejudieed because hm 
seixiecs aie so much lequiied foi a paiticiilai pm pose that he cannot 
be leleas^d toi ivhat might possibly be promotion ’’ 

Ml Buidon — Quite so 

Chav man — I think it would be laluable fiom that point ot Auew’ to 
haic some lecommendation fiom this Committee that dming these initial 
stages it is paiticulaily impoitant to liaye continuity in the stafi of the 
Finance Depaitnient wdiich is employed on this special woik 

Ml Bm don — ^Yes 

Ml Boy — All I can say is that the woilc turned out by your depait- 
ment is veiy good and efficient and whatevei foimula you might put foi- 
w'aid, I hope will leceiie the stiongest support iiom tins Committee 

Ml Buidon — Thank you very much Mi Eoy 

Su Ficdcm Gaunflcff — think this Committee should rarelv if ever 
make a piecise lecommendation it should be m moie general teims and 
leave the executive goveinment to give eftect to a general lecommendation 

Chau man — I do not think it would be going too much into detail 
it this Committee weie to say that they attach gieat impoitancc to the 
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Pinai.ee Deiiai fmeut makiug an intensive eftoit ±oi the next t\\o oi tluee 
^eai-j to Imila up a high slandaid ot etfieieney in that mattei and Xoi this 
pniposp special an angcmenls both as to the s< length and eonunniti oi 
the stafi cmploied on that noik is desirable 

Su I’rtaciK Gauitileti — I agiee exactly mth that lonn of 'voidtiig 
3rr Das •wantc'd to make it moie piecise 


Grant 68 — ^hnl 

831 Glidumoii — The next point is in paragiaph 55 of the Anditoi 
Geneiai’s ioUei — “ The Committee may desne to nige that a lump ent 
should bo made liom the soted piosision ” 

Ml Bxiid'm — We will consider that of course But there again, I 
think my geneial obsei rations are bkely to be of moie semee than any 
particulai obseivation about aity individual item 

812 Fx edeuc Gaxintlett — I would leiei to the note at the bottom 
of page 327 

Qhmunaxx — ^IVhat have you to saj' on that point 

Ml Jhodon — In the fiist place the Finance Dejiartment aie fully 
prepaied to agiec that this was leally a new seivice , we had eeitam 
airangemonts for lefinnig silvei at the Bombav Mint — ^verv old fashioned 
and limited ihis vas an entiiely nev pioposition because not onlj is it 
the puipose of tlie leRneiy to lefine government silvei but also to give 
facilities to the general public to have then silver refined 

Su Bn’dciic Gawiileti — We have come to a general conclusion that 
nheie d is a meie lepla cement it is not a nen service, but I would cleailv 
difCeientiate that general proposition fiom this particular case as this is 
reiy much more elaborate than anything you ever had before and of a 
ladicallj (hfieient type 

Choxxmav — Not only that it represented not only a new serrice 
but a new poney and a very definite policy 

Si) Fio.drne Gauntleit — think all these points might be elaborated 
in exiiounding the ease as an illustration of case law 

Mr But don — Perhaps the Committee might like to know why we did 
not applr to the item the rules which apply to piovisioii for a new seiviee 
I wish to acknowledge at once that at the time this item came up, the 
Finance Department themselves had not realised all the implications of 
lire rule relating to new services It was a new thing and it was nreielv 
pas'^ed over , otherwise oui procedure was, I think regular , we went to 
the Standing Finance Committee and said that ve proposed to go to the 
LegiGatne Assembly for a grant for the mam body of the expend tnie 
winch was to be carried out in the following year , we did not go to the 
Assembly for a supplementary giant for the relatively small A'clume of 
expenditure Avliich was to be incurred nr 1927-28 , the thing A^as merely 
an oversight , as a matter of fact the vhole of the facts vas placed before 
the Btanding Finance Committee and before the legislature and the casc 
Mas undoubtedly an urgent one 
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813 Sv Fiedenc Gauntl el f —Tuat laises one important question and 
that IS nhetliei the Standing Finance Committee when asked to appro\e 
ot cjoj scheme put betoie it, should consider in the light of the case law 
piomulgated by this Committee uliethei a new scheme put before it consti- 
tutes a new service , it vould not of course be the final authoiity 

M) Bui don — I think we had bettei have an office ordei that this is 
one of the paiagiaphs to be included in every memorandum to the Stand- 
iiig Finance Committee — ^uhethei a thing is a neiv service or not you get 
it automatic 

Ml Scinjiva Row — We have lecently devised a form of memoiandum 
to tiie Standing Finance Committee and if wo consider that an item is a 
nev sen ice ve specifically mention it 

Chan man — It is quite possible that the Standing Finance Committee 
may disagree in a ease in uhich it was not specifically mentioned and it will 
tliercioio be a good thing if ue can get some summary oi concise statement 
of tiie case lav on ilm subiect placed before the Standing Finance Com- 
laitffie so that” it nm toim its ova conclusion 

8 n Piedeiu Gauntlc^! — I suggest that is one moie task to be put on 
tlie budget officer cum Secretary of tins Committee aftei each year’s work 
it would bring the r olrrmo of case larv up to date 

834 Maulvi Mohammad Yakub — But rve haye not been able to define 
what IS a new' seivree AVorrld it not be desirable to find out some formula 
or definition ? 

Chan man — I think w'e have come to the conclusion that it is impos- 
sible to find out such a formula each case w'lll have to be judged on its 
nieiits , but we could collect together a body of case law to serve as a guide 
rtuei precedent 

Sn Fiedcnt Gaunfleft — ^Tliis was discussed a great deal last year on 
the memoiandum of infoimation and guidance for membeis of the various 
Public Accounts Committees which I bi ought up before last yeai ’s meeting 
In that T put for w aid m'i conception of the problems which arise in eon- 
net tion w'lth tins definition and it rvas eousideied ■'mi 3^ eaiefulty and decided 
that while the rei3' general srrgges<^ions that I put foiw'ard should be 
accepted the detailed application of those piinciples to individual cases 
could onh’ be settled br' the evolution of a bod3' of case law and we got three 
01 torn eases last veai and we hare added thiee 01 foui more this year 

Ml Bin don — kliglit I suggest that the Standing Finance Committee 
at^tiie first convenient oppoitunit3' should be apprised of the fact that that 
will be one of its functions — ^to consider whether anv item placed before 
it IS a new service 01 not also to let the Standing Finance Committee have 
such obsei rations as this C'ommitte^ might finally decide to make on this 
subject 

M) Das — Will these observations regarding new serruce apply to the 
Kailwar' Standing Finance Committee ? 

Chairman — Certainlj' 

ilfi Botf — Would jmu not like to have a proper definition of new ser- 
Mce inserted in the manual ? 
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M‘) But don — ^No, I am afraid not, as a mattei of fact tke Secietary 
of State himself has blenched at this task of defining this term , he has 
held that it is not possible to have it satisfactorily defined at present 

Chairman — In the meanivhile we can content oui selves with accepting 
Mr Bui don’s suggestion that it should be communicated to the Standing 
jjinanee Committee that it is one of their functions to consider that, and 
ue also want to lecord that it is definitely the duty of the department 
responsible for putting the demand befoie the Standing Finance Committee 
to offer such guidance as it can to the Committee and say whethei it is a 
new service or not 

815 Mt Das — One more question, Sir, in legaid to this ciuifucy I 
find you sold nickel in London have you got sufficient nickel to justify 
y oui selling it in London ^ 

Ifr But don — ^Yes , oui stocks of nickel aie used not merely for coin- 
age, but also foi supplying the ordnance factories for the manufacture of 
munitions and when this matter came up I went to the klastei General 
of Ordnance in the Army Depaitment and asked him to give me Ins esti- 
loate of the requiiements of nickel foi the next four oi five yeais, which 
was the most he could do and we sold the rest in order not to lock up 
s+ocks and suffer loss of interest , we are not pui chasing nickel now, we 
have got sufficient stocks in hand 

Grant 70 — Supet annuatioti Allowances and Pensions 

816 Chairman — Have you any remarks to offer on para 57 of the 
Auditor General’s letter ^ 

If) But don — ^Here again I think my geneial observations cover the 
point The wide variations between the grant and the expenditure are 
mainly due to the estimates having been framed in tlie absence of actuals 
(The vitness proceeded to explain with paitieulai reference to paia 78 of 
the Auditor Geneial ’s letter on Giant 71 — Commuted value of pensions ) 

Chat) man — It is the coramuied value of pensions which accounts foi 
the difference in this total 

Ml Bui don — Yes 


Grant 72 — Miscellaneous 

817 ill) But don — ^Paia 59 (a) and (c) I have on anothoi occasion 
1 think, explained this j)Oint We agiee with vhat the Auditoi General 
ju eposes 

Ml B(i layopalan — Paia 59 (&) This mattei vas gone thiough the 
oliici da's I have not got the papers here It eonceins entirely the 
F and P Dejiaitment and the Pay and Accounts Officer has ex])lained 
that he Avas not responsible 

Mt Bntac/opalan — Para 59 (f) The Pay and Accounts Officei, Sec- 
retanat, is lointly responsible ivith the Pay and Accounts Officer, P W D 
He gels the rates of consumption for electric cuirent, and the past actuals 
aie quite dependable in Simla But as regards Neu Delhi, we have got 
seieial nev factois that have come in We have now got the heating 
SI Mem intiodneed in some looms and also the Radiators going in others 
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Rs 30,4.00 ■\^as suiiendeied within the yeai aftei an estimate based upon the 
litest metre readings In futuie years the euirent consumption in lespect 
of fans will piobaWy be less as we have started the cooling system "We 
hope to get fairly dependable actuals in the next few years, but estimating 
■v\iil be difficult in the tiansition stage 

Grvjsi 83 — ExpeneWw e undei ihe confiol of the HvjJi Conimi'isionet 

818 F'ledeuc Gauniletf — Might ve haie some comment on paia 

63 " 

If? Bin don — The onlj thing that we can say about this is that we 
have to tackle the High Commissionei and the Secietaiy of State on xhe 
same lines as vc aie going to tackle the pioblem heie 

Gkaxt 94 — Loaiib and Advances heaiing inte,est 

819 Ml Bui don — Paia 80-B Advance foi a Motoi Cai I do not 
want to comment on the individual case of the officei under the Bengal 
Government, but I should like to mention to the Committee that some time 
ago and quite uidependently ot this case the Finance Department came to 
the conclusion tJiat the existing aiiangeinents in regaid to covering advances 
made foi the pui chase of motoi cais aie not satisfactory and m consultation 
With the Goieinment Solicitoi we have now devised a foim of secuiity 
bond uhieli will combine personal secuiity of the officer with the hypothe- 
cation of his AcJiicIe 111 futuie eveiv officer taking an advance foi motor 
cais will have to giie a peisonal bond so that if anything goes wuong the 
amount vill be leeoieied fiom liis pay immediatelv We have got much 
moie tangible sceuiit-v nov than before 

820 Bii Fiedem Gauntlett — The only point left is iiaia 80 (o) 
Provincial Loans Fund 

Ml Bin don — The mattei has been discussed with the financial autho- 
iities in Bombay on eveiy comeiiient occasion that offered itself, and last 
November I had a discussion vitli tlie Hon Mi Piadhan and Mi Wiles 
The Bombav^ Gov’eimnent have two large loans in lespect of which they 
aic making no repayments of capital wliatsoev^ei, ? e , no appiopriatioii from 
curient levenuos T ‘^aid that it was essential that some scheme of repay- 
mont should be set in operation at once even if it has to be modified later 
on, and Mi Wiles undeitook to send us formal proposals, and tlieie was a 
general undei standing that if tlie proposals were made on certain lines 
they would receive sympathetic consideiatmn Then we received an offi- 
cial pioiiosition fiom the Bombay Go^’^einmeiit and it is under consideration 

821 Chan man — Paia 80(e) Snpplementaiy memorandum (Appen- 
dix VTI) It IS an important question of piineipal im'-oWed We may 
say in this paiticulai case that it must liave occurred before Mr Burdon 
joined the Department In the meanwhile I would like to say this that 
it IS perhaps out of date because we are eonsideiing the question of amend- 
1 ?^ Provincial Loans Fund Rules and in one important direction I 
tliimv myself the distinction which lias been made between dealing with 
productive and unproductiv’e loans in respect of the interest charged is 
not veiw effective I think the extra ] per cent is not a deterrent to 
prevent peojile fiom borrowing for non-productive purposes My own 
view IS that fiving a 'ihoit teim foi lepav’^ment in the case of borrowing for 
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noii-pi'oducljve pui poses ls a luueli inoio effective way than chaigiiig the 
extia i pel cent intere^'t For instance, if money is wanted foi com- 
jiMely nnpiodnetive pniposes, we' should say that repayment must he 
made in say 10 yeais That at onee pulls tuem up veiy shaip, because 
it means a veiy heavy ehaige We aie Considering the levision of the 
lules along these lines l\Ii Bui don will furnish an explanation 

Si) F'lcdciic iTaimiJett — As regards tins paiticulai case, I have deli- 
beiateij called attention to it because it does involve a very impoitant 
point oi iiiinciple The Government of India in this case is meielv the 
trustee for all the Provincial Governments and all these rules have been 
agreed to by all the Provincial Governments The fund is moi e toi the benefit 
of the Provincial Governments as a whole and the rules do not give aiiv 
authority to the Goveinment of India to make any distinction between 
one Provincial Goiernment and another 

M) Burdon — I think the Auditor General’s point is coveied by the 
circular wdiicli is going out to consult the local Goieniments wnth regard 
to the changes to be made Tn certain eases the Goi'emment of India want 
to have special powers to fix special terms 

Sn Ficdcnt Gauntleit — If it aiises in mv time, 1 shall accept the 
sanction of the Seeretaiv of State I onty desiie to point out that it is 
particularly diffieult to depart in favour ol one Government from rules 
wdnch have been framed in consultation and by agreement ivitb every in- 
dn idual local Goieinment 

ilf? Bill do)} — I will make a furtliei statement on the point this aftei- 
Koon 


Appendix V to the Repobt 

822 Chairman — ^We may now turn to Appendix Y I may say that 
I have leceived no comments from any Membei of the Committee You 
wiU lemember that I invited comments in writing In a case like this 
I think that instead of starting a general discussion I had better call 
on each Si ember of the Committee in turn to say whether he has any 
particular i eniark at this stage to make I should like to say at the outset 
that 1 do not think that we can arrive at any final conclusion on this 
matter to-day I would myself m any ease like to have further dis- 
cussion possibly with the Leaders of the various Parties and also 'with the 
President of the Legislative Assembly as I should like to have his view'^s 
on the sub,]eet But even if we cannot arrive at a final conclusion to-day, 
I tliiiilc we might do a good deal in dealing the an lili Koy, eaii you 
now tell me youi views 

il/j Boy — Mr Burden, I thank yon foi your memorandum , but you 
have only given ns a halfway house, and you have not given us the full 
select committee procedure according to your proposal in paragiajih 8 
Why have you not given us the complete select committee procedure ^ Wiry 
don’t you give us a right to move that the report as amended be adopted 
What IS your obiection ^ 

Ml Bu) don --I think I have explained that in the memoranduin. 
We considered that point very definitely and carefuUy In my mind it is 
quite ehnu that, i£ you have a motion for adoption, the great difficulties 
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must be viietiiei sou aic c^el going to get so laige <i body oi men as ib<* 
members cf tlie Asscmbh to lecord uuanimoub agreement on all the lecom- 
mendations conlaiiKd in a laiily lengthy lepoit oi the Public Accounis 
Committee It does not seem to bo piactical to expect that such a Hung 
•\vouM happen Tlien it you liaie a light to make amendments and all that 
sort of thing tiic jnocess becomes almost intei mumble It is most impracti- 
cable in my opinion ioi am bodv oi men to anno at such an <)gi cement 
That IS A\hy ue pioposod to cut out am thing in the natuie of a motioii toi 
adoption 

M? Hoi / — Thcie is no conslitutional ohiection to it It uill be onh 
in the natiue oi a lecommendation to the Gosenioi Ceneial in Council and 
Jie can do anything he likes mill it 

il/i Jim don — It ton lunc <i lecommcncLition tliat the yliole lepoit 
be adopted, that ivoiild fall at am* late, mthin the nusehief ot the lulc 
■which insists that a lesolution should lane onh a single definite subjee^ 

21 r Tiny — I uill explain the thing to } on You make lecommeiidations 
111 that Committee’s Kepoit Sa^ touching lecommcndation No J 1 yant 
that the tollouing danse he added That clause is added intli the consent 
of the yhole House and that is onh a iceommendatioii to the Go\ernoi 
Geneial in Council But youi jnoposal giycs onh n half house 

ilfi Jim don — So fai as the executne Government is coiieeined, thej 
vvoul.l have no gi eater difiieultv in dealing vvitli the Public Accounts Com- 
mittee Repoit that had been amended by the House than they v\ould have 
in dealing with the Public Accounts Committee’s Repoit as it is piesciited 
now I am only ihinking of the practical aspect of the thing of the actual 
discussion 111 the Assemblj itself 

Blaiilvi Afumnninaa Yalub — I nndci stand that the Public Accounts 
Committee Repoit is .iheadv* picsented in llie TJ P Council and discussion 
arises thcieon 

21 } liuulon — It is all mentioned heie (lefeiring to the memo* 'lulnm 
m Appendix V) 

Ml Boy — Ml Bui don, von liave no (onstitutional objection to yive us 
the full select committee pioceduie Youi apprehension seems to me to he 
gioundlcs-. because, if von look at youi ov\ii parliament, jou will find that 
am membei can laise a disciT'Sion iind so vilieii the icpoit is piescnted 
to the House bv the Piiiaiiee IMemhei theie should he a little discussion 
with veiv litth alteiatioii It will coinjiletelv vindicate the action ot the 
Auditoi Geiieial and it von have the soleci (ommittee pioceduie foi the 
cO/isidei ation oi Iho H'])oit von v ill onlv he lollovMug v\hat is being doim 
111 the piovinc'’s 

Chav man — ^ii Rov , 1 am not ijuilc cleai You told us that vvhal 
von K’tommeud is alieadv in ihe House oi Commons Aie v\e not pio- 
posmsi hei o exacHv tlie same pioceduie ? We aie following exactly the 
vv 01 ding oi the morion that is laised in the House oi Commons that the 
icpoit be taken nitn considei ation 

2 Ii Boy -Thej (an aPo have a motion that Hie lejnnl be adopted 

Chevnnan — ’flune is no motion £oi adoption ' 
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M) Boy — Afterwards it is meaningless if only a motion is made that 
the lepoit be taken into consideration What is the net result of the con- 
sideration Parliament has that inherent right On that point neithei 
May nor the parliamentary procedure is very cleai They have the right 
to make any motion they like as the soveieign pailiamenl and deal with 
then own finance and lay down the poliev hli Burdon has given us a 
halfway house 

Cliaxrmav — I should like to correct jou on one point You sav “Mi 
Burdon has giien a lialfvay house ” hlr Bui don has given you nothing 
except <i suggestion, and that suggestion ve aie heie to discuss The ineii.o- 
rauclum doe^ not lay dovn a haid and fast proeeduie and it is onh a 
jiiopo^al which wo. are here to discus', 

Ml Boy — It IS an admiiable memoiandum but its only flaw is llial 
it does not give us the light to move that the lepoit as amended bv tin 
House be adopted 

Ml Bin don — [ have attempted in this memoianduin to state the pios 
and eons of this thing 

Ml Ncogy — The lepoit contains certain lecorainendations and it dso 
contains certain othei things not in the nature of a iccommendatioii rii*' 
function'- of this Committee is to diaw ceitain matteis to the attention o1 
the Legislative Assembly We do that Now if there is a motion that tlie 
report be adopted, the report does not merely consist of so manv leeom 
mendations We insist on so many other matteis What vill be the exait 
effect of the adoption of the lepoit I want to understand that 

Ml Hoy — ^We arc a committee elected by the House vith three 
nominiled membeis We are responsible to the House and to nobody else 
We make a report to the House and if the major itj' of the membeis of the 
House decide to cliange oui report in certain respects 

Ml Neogy — Then it ceases to be the report oi the Committee 

ilfj Boy — It becomes the report of the whole House 

Ml Neogy — The House can foimulate its own opinions and adopt 
certain resolutions on the strength of the report that we submit to them 
If that IS done b 3 ’’ waj’’ of amending the report itself then it ceases to be 
the report of the Committee 

Ml Biiidov - -That is just vhat tlie Madias Goveinment has said 

Ml Boy — The matter came up for discussion before the Presidents’ 
Confeicnce last cold veathei This is an extract from then proceedings 
As it IS a confidential document I do not want it to come in in the pro- 
ceedings i.Rc.ids ) 

Ml Bui don — Alav I draw ^mui attention to paragraph 7 of the meniO- 
randum ? The information contained therein was obtained fiom the sever al 
piovmeial Governments this summer after ve came up heie This contains 
merelj' stafemenls of fact (Reads relevant portions dealing with the pio 
cedure ir the jiroiineial Legislatures ) 

823 Chan man — Nov, let us have jmur suggestions Mr Neogy 

Mr Neoqy — I am not in a position just now to make any specific 
proposal but I see some difficulties in the way of accepting Mr Roj'-’s 
proposal because what I find is this A select committee is charged with 
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the duty of exaramiug a particular bill and then making a report regarding 
the vaiiom ways in ivliieh it ought to be amended The duty of this eom- 
mitiee is to bung to the notice of the Assembly certain iriegulaiities 
Having done that, I think it is not right that the Assembly should be called 
upon to adopt the i eport or do anything of the kind because there is anothei 
specific thing that is placed before the Assembly in connection with this 
lepoit and that is the demand for regulaiisation of the excess grants 
So that theie is a specific thing that comes before the Assembly It is 
up to the ^I&sembly to agree to those excess giants being passed or not by a 
specific Aoto which +he Assembly can give so fai as the excess grants aie 
concerned With legaid to the report itself, I think if a geneial discussion 
IS alloued alt'll the motion is made that the leport be taken into eonsideia- 
tion,— I think that would be enough for the puipose of allowing the 
Assembly an oppoitunity to express its opinion on the issues raised bv 
the Committee itself in its report But apait fiom that, if theie are any 
lecoiumendations uhich aiise out of the lepoit and which the Assembly 
Avants specifically to make to the GoAminment apart from the question of 
those excess votes — ceitain questions may i elate expressly to the excess votes 
and of course the Assembly aauU have an oppoitunity of Amtiug on that 
mattei — ^but ceitain othei matteis aiising out of the lepoit aviU not i elate 
to excess Amtes, and AAuth legaid to those matteis, if the Assembly does think 
that any specific recommendation should be made either in agieement Avith 
the Committee’s i eport oi not, I think the pioeeduie should be to enable the 
Assembh’' to leeoid such lesolution This paitieular motion that the report 
be taken into coiisi delation is made and theie is a geneial discussion and 
then ceitaiii specific lesolutions may be moved just to focus the attention of 
the Assembly on ceitain specific matteis which do not relate to excess \otes 
and AA^hich may aiise out of the report I do not think it right to allow the 
Assembh’^ to amend the report of the Committee The Assembly may adopt 
certain lesolutions siieeificallj’' on the basis of the report either in agi ce- 
ment with the Committee’s report oi otheriAUse But I do not Avant that 
the Assembly should mutilate the report of the Commitee 

Chari man — You think theie may be a list of resolutions of Aviiieh 
notice maA bo given aiismg out of the report ^ 

Ml Ncogy — Ye^ 

Chav man — That might surely lead to a very lengthy discussion ? 

M) Neogy — -That cannot be helped 

Mr Burdon — T am not sure if Mr Neogy has been thinking of what 
has actually been done in the past Foi example Mr Neogy himself has 
picked out of the report of the Public Accounts Committee paitieidai 
items such as those lelatmg to salt 

M) Neogy — That was done in pursuance of the general provisions 
1 elating to iesolufions I am here thinking of a special procedure "Wlien 
you make a motion that the repoit be taken into consideration and that 
motion IS came'’, then follow a few specific resolutions bearing on the lepoit 
but which do not arise specifically with reference to the demands for excess 
giants 

Chav man — Having legaid) to the limited time of the Assembly, 
supposing we had tabled 12 lesolutions on specific subjects aiisiiig out 
of the repoit, you might haye enough business for the whole session 
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Mi Neogy — So far ab tlie question of time is eonceiiKd, that does 
not at all afteet my pioposal 

Cliaximan — We lia\e to considei whetliei it will be piacticable 
lia\ing legal d to the limited time at the disposal of the Assembly 

Mi Neogy — That does not touch the meiits of my pioposal By 
anaking an exception in the ease of excess votes, you will get iid of many 
questions which diieetly arise in connection with the excess votes The 
lesolutions may be confined to matteis on which the Assembly will not 
have an oppoitunity of voting specifically in connection with excess votes 
and that excludes a ceitain class of questions 

Mi Boy — Then what happens to the lepoit ? 

Mi Neogy — It is theie As I have said, I IiaAe not given this question 
as much thought as I should but this is my tentative view' 

Chav man — I am afraid wdieii you considei the pi aetical application 
ot youi pioposal you will find youiself confionted with the extieme 
diffieultv of pioyiding sufficient time 

Mi Neogy — I thinlv it would be bettei if you weie to take up the 
lepoil of a paiticulai yeai and then just envisage to j'oui selves how 
many resolutions could theie possibly be apart fioin the ex-cess votes 

Ghaaimni — That w'ould no doubt be veiy useful, but foi the moment 
I should like to question the other membeis fiist What I am tiying 
to get at IS the geneial opinion of this Committee We aie not coming 
to a final conclusion to-day 

Mi Neogy — I may levise my opinion hereaftei in the light of 
obsei rations that may be made 

82-1 Chan man — Mi Sheivani can you now' tell us w'hat you think ® 

Mi Bhcivam — ^My own idea is this The duty of the Public 
Accounts Committee is to sciutinise the detailed woilang of the diffeient 
depaitments and I would not like every yeai to go to the Assembly and 
get its appioval oi disappioval lo the detailed working of the depaitments 
I do not want the executive to be hampeied by the legislatuie to that 
extent and theiefoie I would not like Ihe legislatuie to jiass its opinion 
on the w'oikmg of the dejiaitments and the contiol of the executive ovei 
the departments eieiw yeai by wav of censuie oi otheiwise Therefore 
T would not like the adoption of the lepoit by the Assembly 

825 Chav man — Thank you Mi Sheivani Mi Abdul Matin 
Chauduiy ? 

Mr Ahdnl Maim Ghandhio y --1 think I shall be satisfied it we 
formally discuss the lepoit in the days that aie set apart for the discussion 
of the lepoit by the House, just as w'e do in the case of the general budget 
discussion, w'lth no votes taken noi amendments moved 

826 Ghanman — That is veiv cleai and definite, thanJe 3 'ou Colonel 
Cidney ^ 

Colonel Gidney — I considei that it amU be sufficient if the lepoit of 
the Committee is submiPed foi consideration and not for adoption 
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because if 3011 put it down ioi adoption j^on will give tlie Assembh>- an 
opportunity ot general discussion wlncli will be impiaetieable fioni the 
point of Mew of time 

Ml Keogy — E\en then the eonsidei ation aviU take some time 

Colonel Gtdney — I do not think that it is practical politics to put it 
douii foi adoption We as 1 epi esentatives of the Assemblj^ have been 
given pouei to come to ceitain conclusions on the appiopriation accounts 
and the Assemblj’' should accept our lepoit 

Chan man — If the i\ssembly thought that the Public Accounts 
Cs’U'mittee vas not doing its duti piopeily, then on a motion that the 
iCj^t be taken into eonsidei ation some menibei may moie an amendment 
that special steps be taken to appoint a new committee 

Mr Neogy — It uill give the Assemblj^ an oppoitunitj' to saj’’ whether 
they have confidence in the Public Accounts Committee 

Cha'nman — If the motion foi consideiation is defeated, then it will 
be tantamount to a censuie on the Public Accounts Committee 

M) Neogy — ^Yes 

827 Chairman — ^klr Das What have you to say ? 

Ml Das — I geneiallj^ agiee lutli the view of Mi Neogv I want 
the Assembly do discuss the leport so that both the Goieinment and the- 
tutuie Public Accounts Committee may be guided in their work As 
legaids the point about time you can amend the lule and iirovide one day 
or two days foi the discussion of the report 

Chan man — Do agiee with Mr Neogj" that the discussion should 

leally take the foim of moMng definite specific resolutions of which 
notice has pieviousl} been gnen ? 

hfi Das — If theie aie any amendments o’ suggestions they can 
come up in the foim of lesolutions 

2li Ahdiil Mahn Chandliunj — Without putting it in the form of 3 
lesoliition can jmii not lane it in llie geneial discussion itself " 

M) Neogy — ^klaj' I add a void to yliat I have alieadj' said " Piist 
of all, let us consider the question of procedure The first motion to be 
made is that the report be taken rnto consider atron That is iiassed 
Then you make motions with regard to excess giants Those are either 
passed 01 not passed Then, if aii} subject remains o^el and if any 
member has given notice of any resolution, it mil be for the Picsident 
to see whether any of those resolutions liaAe already been covered bj^ 
the discussion on the excess giants specifically If they hate not been 
then these specific resolutions tvill be taken up and they mil be treated 
just like ordinary resolutions 

Chairman — ^You tvill agree, Mr Neogjq that the procedure we may 
deerde upon must for the +ime berng be experimental and it must be 
allowed to develop as experience is gained Don’t j'ou think, to start 
mth, as has been ^uggestedi, a discussion like the general discussion on 
the budget would give members a really much greatei chance of 
ventilating a number of points than if you tie them down to particular 
resolutions ? 
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Ml Neogy — ^We can imagine questions of fiist late impoitaiice -n'liicli 
may be contained m the Repoit of the Pubbe Accounts Committee^ and 
A^hlch the Assembly might like to leinforce with a specific vote That 
IS what I am thinking of and which may not diiectly aiise in connection 
with tlie excess votes 

Chat) tmn— The diffieidty is this No one has suggested moie than 
one 01 tno da vs time at the* utmost foi this discussion Within that 
time could a on deal adeciiiately with ab the points that may be laised ? 

dfj Neogy — ^T£ you fix a time limit it will be foi the Assembly to 
choose as to how they will utilise then time just as vhat happens in the 
case of the budget discussion on demands for grants It is the lookout " 
of the Assembly. 

Ml Das — I have no feai of the Assembly tin owing out a motion 

that the lepoit be taken into eonsideiation We happen to be elected 

by the membeis of the Assembly and iindei the piesent system of Govern- 
ment nomination and each party electing its own membeis on the Com- 
mittee, theie is no fear that at any time the Assembly will tbiow out the 
motion at the eonsideiation stage 

M'l Boy — Is not a bill lecommended by the Select Committee thiown 
out by the Assembly • What is the difterence between the two ? 

M\ Das — ^We have examined the accounts in detail Let the 

Assembly go into a committee like the House of Commons 

M9 Neogy — I want to distinguish between the position of the 

ordinary Select Committee and this Committee The Select Committee is 
entirely the creature of the Assembty and this is not a cieatuie of the 
Assembly in the sense that it is a statutory bodv It does not be with 
the Assembly either to appoint it or not 

Ml Dm ion — ^It is a cieatuie of the Legislatne Rules, 

828 Gliaitman — ^Will jou now tell us what you think , Kumar 
Ganganand Sinha 

Knmar Ganganand Sinha — I haye not giien the mattei as much 
thought as I should have lilted as yet, but I am going to go through it in 
gieat detail At present I am inebned entirely to endorse the suggestion 
that has been made bv kli Neogy in this connection because that meets 
all the difficulties that I have concerning the matter, and that will be 
a lery good procedure to adopt 

829 Chairman — Thank lou Mr Mitia ? 


Ml Mitt a — ^As you wanted, we could not consult oui paity and 
being the whip of the paity I have a special lesponsibibty m the 
mattei ‘But if you desire, I can give you my peisonal opinion I 
agree to the proceduie suggested in the memorandum of the Finance 
Department I do not fully agree with h'lr Neogy Aceoiding to the 
pioceduie lhat he has suggested, after the discussion it looks a°s the 
Government mav not take any notice whatevei The Government must 
show what steps they have taken in the mattei and I do not like to 
dispense ivith the latter thing as it is done now 


M, Burdon — ^3’'ou 
Government ? 
H62CPBriQ 


aie talking now of the disposal by the executive 


24 
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Ml A^ant tlio executive Goveinment to say soraethnig 

Chairman — That is ■'^oiy clearly coveied by this memorandum 

Ml Mill a — ^Apart irorn the reply of the Finance Membei I -want 
that the whole Goveinment should give then opinion 

Chairman — ^Yoa Avant a Go^^crnment lesolution ? You do not agree 
Avith the suggestion that the Government resolution should no longer be 
required ? 

Ml Mill a — ^Yes 

830 Chan man — ^^Vill you giA'e us youi aucaa, hlaulvi Mohammad 
Yalaib ’ 

Moidvi Mohammad Talith — I think there should be a motion for 
consideration and on that motion any recommendations or any suggestions 
Avhich the members of tlic Assembly Avish to make about tlie report of 
the AAOiking of tins Committee can be embodied in then speeches and of 
course it aviII be for the members of this Committee as Avell as foi the 
GoA'ernment to take those recommendations or suggestions into con- 
sideration I am uiiAA riling to agree either Avith Mr NeogA’- or A\uth 
Ml Roj’’ that any amendments should be made or that any resolutions 
should be tabled In fact, I do not see hoAv before the report is taken 
into consideration and all the points have been brought out before the 
Assembly any member can table any resolution If any resolution can 
be tabled, it can only be done after there has been discussion in the 
Assembly and all the inijioitant points liaAe come to light 

Chan man . I am grateful to members for expressing their opinions 
Of course, everybody is entitled 1o alter his opinion As I said at the 
beginning Ave are not going to arrive at our final lecommendation to-dav 
but it has done something to clear our minds I do aa ant to make one thing 
clear because some criticisms liaA’e appeared in the press about this memo- 
randum It IS the desne of the Goveinment to gne ca'civ facility for 
elieetiAe discussion of the Public Accounts Coiiiiiiittee’s Report We attach 
great importance to the Public Accoiinls Committee, and speaking for myself 
and on behalf of Goveinment, I shall do cacit thing tliat I possibly can 
to facilitate the discussion on the Public Accounts Committee’s Report and 
to see that the Committee s recommendations are given full effect to And 
of course the more aag can get an expression of public opinion on these 
reccmniendations the better guide Ave shall liave as to the line of action to 
take "We thoioughlA’- desire to open the door to useful discussion on the 
subiect I thinlc im'self, as I said earlier, that on a matter like this avc 
«hall have to feel oui aa^oa’ The pioceduie can be alloA'cd to dcA'olop 
according to experience , therefore anA' decision taken noAv need not neces- 
sarily be regarded as a final decision My oaaii idea at inesent is — I am 
entitled to alter it lust as anA' other membei is — to liaAC a discussion on 
a motion that the report be taken into considei ation and pioAude facilities 
for the sort of discussion AAdiich the general dwcii'^sion on the budget pro- 
vides That Avill at auA' rate to start Avith be our best line to take, I mean 
Ave shall get a lot of experience from seeing Iioaa that discussion goes I 
belieA'e myself that that Avill be the best praclical measure to take to start 
Avith But Ave AviU discuss this matter again and I am anxious that mem- 
bers of the various parties present here should discuss it with their paitA' 
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leaders, so that ■when we come to pnt down what onr own recommendations 
as a Committee are we shall be able to have a discussion at which I can feel 
that we have before us a leaUy representative expression of opinion 

Maidvi Mohammad Takuh Now that our report is not to be signed 
on the 31st we can meet some time when the Assembly is sitting 

Ghaitman For this reason alone I have come to the conclusion that 
we must wait and I cannot sign it on the 31st 

Muulvi Mohammad Yahuh Aftei the debate is concluded on the 
report the Finance Member should give a reply explaining what recom- 
mendations the Government are adopting, or something like that 

C/icM man Yes , obviously it will be appropriate for the Finance Mem- 
ber to reply 

Mr Boy Do you wish to ask the Legislative Assembly to express 
then opinion on any changes we propose to make in connection with the 
discussion of the report ? 

Ghatiman Well, it is veiy difficult to get the Legislative Assembly 
as a whole to express an opinion 

Ml Boy You can put a formal motion 

Ghaimnan I should hke to consider that As I have said, what I 
want to get at is the opinion of the Legislative Assembly 

Ml Boy I Lave no doubt of that We are very much dmded 
upon this and my advice is to give an oppoitunity to the Assembly on a 
formal motion 

Ghaximan I will eeitamly take that into consideration We have to 
strike a balance between, on the one hand, focussmg discussion on certain 
points and, on the other hand, getting a 'wide general view of the opinion 
of the House Sir Frederic Gaiintlett has quoted to us an old England 
nursery ihyme about a stick beat dog — dog bite cat — and so on or some- 
thing to that effect I think that has been quite a useful guide in many 
cases One thing we do want to avoid I think is the danger by suggesting 
definite resolutions of making the Assembly do the task of the Public 
Accounts Committee What we want the Assembly to do is to say to the 
Public Accounts Committee, “ we want you to concentrate on this or that 
particular line of work ” Foi then it is not necessary that the Assembly 
should amend the Eeport of the Public Accounts Committee or pass its own 
definite resolutions I think we want to get from the Assembly a general 
expression of then opinion so that the Public Accounts Committee and the 
Government may learn from that discussion the points to which public 
opinion attaches most importance I think that is the way to look at it 
but we shall discuss the subject again 

M? Das I would ask you to ask the Auditor General if he has any 
suggestions for the discussion 

Ml Bur don I thinlc the point on which Sir Frederic Gauntlett’s 
opinion will be most yaluable is in regard to the treatment of the Pubhc 
Accounts Committee’s Report by the Exeeutiye Government Because 
after all one of the principal functions of the Auditor General is to see 
that recommendations aie given effect to or that something is done about 
them It Ls for the Auditor General to say whether he thinks the most 
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eftective pioeediue so fdi as he is concemed is foi the GoVeimaeat of India 
to issue an omnibus lesolution as at present, waiting for the preparation 
of that lesolution until decisions have been aiiived at in legaid to the 
Xnincipal cases, oi whether it would suit him bettei if as soon as decisions 
had been arrived at in individual cases those decisions were communicated 
to the authorities concerned 

Chan man I should like to hear what Sii Fredeiic Gauntlett has to 
say with regard to that 

Fiedenc Ga^mileit If I may start, Sii, with the pioceduie before 
the Legislative Assembly I take it that all that happens in England is 
that there is a motion that the report be taken into consideration, and then 
that motion is adopted, that is, the report is taken into consideration It 
IS not the lepoit itself which is adopted, it is the motion which is adopted , 
that IS, the Government is then free to take the report into consideration 
In fact that has never been refused to the Government in England It 
is brought to notice that on one or two occasions the motion that the report 
he taken into consideration has been withdrawn That has had no effect 
whatever upon the Executive Government The Executive Government 
has taken the report into consideration and given just as much weight to 
it in the years when the motion was withdrawn as in the years when the 
motion was adopted The second point that emerges I think is, I know 
of no case in which the Enghsh Parliament has ever attempted to amend a 
report of the Public Accounts Committee I suggest that any procedure 
which would indicate that the Public Accounts Committee would acquiesce 
in the amendment or alteration of its report by the Legislative Assembly 
would not be acceptable to this Committee as a Public Accounts Com- 
mittee It would be introducing an entirely new precedent and I suggest 
that it IS an unnecessary and undesirable precedent Beyond that I think 
the views which you. Mi Chairman, have expressed are certainly the most 
suitable for the present. It has been suggested that the proeedrtre should 
come under the discussion of the Legislative Assembly I agree that that 
IS most desiiable At the same time I think that probably the simplest 
method of bringing it under discussion will be to introduce a tentative pro- 
ceduie and ask the Legislative Assembly to take that up as one of the 
points for discussion when the report comes under consideration It seems 
to me that that would be a matter which could perfectly legitimately be 
raised w'hen the motion is moved that the report be taken into considera- 
tion 


With regard to the point that Mi Bmdon has raised, I certainly agiee 
that It IS prefeiable from our point of view that indmdual matters should 
be taken up and settled as promptly as possible In fact that is r^hat has 
to be done whether a resolution is brought together and issued or whether 
it IS not so issued The resolution is merely a convenient statement of the 
decisions of the Government of India or a statement of the line of action 
they propose to take in order to bung a particular point to decision I 
suggest that what is reallv necessary is the issue as promptly as possible 
of the decision on each particular case I submit that for the rest the state- 
ment of intention can be expressed most clearly and most appropriately 
in the statement which is presented to the next Public Accounts Committee 
The existing procedure should be followed, whereby each important point 
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Evidence taken at tlie eigkteentli meetmg of tlie Public Accoimts 
Committee held on Saturday, the 24tb August 1929, at 

2-30 p.m. 


(1^ 

( 2 ) 

(3) 

(4) 
(5^ 
( 6 ) 

( 7 ) 

( 8 ) 
(O' 

( 10 ) 

( 11 ) 

( 12 ) 

(13) 


Present 


The Hon ble Sir Geoegb Schuster 
M r T A K Shervani 
M l B Das 
JIi S C Mitr\ 

Knmai Ganganand Sinhn. 

Ml Ja G Neogv 

i\Ianh 1 jMoHAJrATAr) Yakub 


Chav uan 


Members 


m K G Rot 

Lt-Col H A J Gidkey w 

Sii Frederic Gvuntlett. Aiiditoi Genoial 1 

Mr J E C Jukes. Conti ollei of Cml Accounts p 

hli A G Barr Diicctoi of Aimy Audit J 

!^^l B Nehru, Depntv Auditor Geneial 

]\ri E Burpok, Pinaiicial Secietaiy 

Mr A P L Brvyne Financial Adviser Militaiy 
Finance 


■\Veie also 
present 


Lt-Col S G Y 
General 


Eeeis, 


Militai V 


Accountant 




Tf ~if7t esses 


H L Liyingstone Deputy Pinaiicial Advisei 
Military Finance 


Grant 91 — Lnajis and Advances hcaiing vifcicst — could 

831 Chav man — ^Haie you looked up the case of the Pro\T:ucial Loans 
Fund, Appendix YII Gould you toll us something about it 

SI} Bvtdon — I must first of all apologise to the Committee foi not 
being able to lepb* to it this moining The leasoii is that both the Budget 
Officer and I dieiv an incorieet infeience fiom paragiaph 3 of the Auditor 
General s iiienioiandum We assumed from vliat the Auditor General had 
said that tlie question of amending the Piovnicial Loans Fund Rules is 
under the consideration of the Goieiiiiiient of India that he ivas satisfied 
with that position I must also express legiet to Sir Piedeiie Gaiintlett 
Hiat I did not give him an oppoitunitv of reyievring the statement in the 
first sentence of paiagraph 3 of his niemoianduiii — The Government of 
India oiigmally decided that the adiances on account of Bombay Develop- 
ment were for expenditure classed as non-piodnctive ’’ That is not in 
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aceoi dance with the position as ascertained fiom our recoids The position 
IS that these advances on account of the Bombay Development Depaitment 
wcie taken befoie the Pi ovincial Loans Fund came into existence and the 
rate of interest charged was the standard rate of interest It nas then 
in connection vith some coiiespondenee which came up in dealing with 
certain other matters that the Finance Department issued a request to the 
Accountant Geneial, Bombay, asking him to say whether these schemes 
satisfied the test of pioductivity As a matter of fact it was leaUy 
foi the Finance Depaitment to decide it The Bombay Government came 
up and pointed out that these loans weie taken foi schemes which weie 
only embaiked upon because they weie expected to be pioductive and that 
the late of interest had been fixed from a date before the Piovineial Loans 
Fund came into existence and it was then decided by the Government of 
India and the Finince Depaitment that it would not be equitable to 
enhance the rate of interest at that late stage 

Climiman — Mereh’- because the schemes themselves had not begun to 
pay '• 

Mt Bin don — ^Yes 

iSn Frederic Gannilett — I think the Finance Department accepted 
the Anew that the schemes weie unpioductive and were to be regaided as 
uniiroduclivo but they held the view that at that time the rate of inteiest 
was not to be changed 

Clhimnan — The whole incident is lustructii e As a mattei of fact I 
lieisonally did not quite agree with that way of defining what is pioductive 
anl unpioductive I legaid this whole question of having a highei late 
of ini crest foi a so-called unproductwe scheme as being justified as a 
deterieni to put the boi lower off when he comes and asks foi a loan When 
he Sdvs “ I want money to build expensiie Government offices ” and the 
Goveinment of India sa^s " Ton can have it but w^e shall chaige you a 
higher late of interest ’ it makes him pause When once a thing staits and 
dots not give a eommeicial return later on, I think it is veiy liaid foi the 
Goveinment of India to say '' Yoiii scheme is a failure I will ehaige 
you inoze inteiest now ” It malres the task of the Government taking the 
loan siili more difficult and it selves no useful purpose To my muid we 
must make the boiioivei think whethei it is worth while to have this monej’^ 
at a liigbei rate of inteiest 

Sv Foedenc Gauntlett—lt would make oui task veiy mueli nioie 
simple if there w^ere a definite decision like that This question of clieuung 
the projects in oidei to see whether they aie pioductive oi unpioductive 
IS a veiy difficult task foi the Audit Depaitment 

C/muman — At the Confeience of Finance Members, I came to realise 
the illogical nature of these piovisions 

Sri Fi ede) %c Gountleti — ^Ye look at it fiom the point of view of 
the inteipi etation of the rules I am pietty eeitain that oui view has 
been placed before the Goveinment of India on seveial occasions and up 
to the piesent it has been accepted 

Gliuit rno.'n — You aie iiglit in tbe interpi etation of tlie inles as tbev’^ 
stand That is one of the leasous why we are getting out these new ]iio- 
posals 
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Sii Ftedenc Gauntleft — The changes that aie suggested would 
simplify oui work enoimously and I quite agiee that that would not make 
the problem moie extravagant than it is at piesent 

Separation of Audit from Accounts 
8ti Fiedenc Gauntleti — I should like to make a statement about the 
sepal ation of audit fioin accounts The conception of the scheme wa^ in 
no ua}'- my own It was introduced directly at the instance of Sii Basil 
Blackett and I acquiesced warmly in the expeiiment At the same time I 
apprehended considerable difficulties in the way and being of a conseivative 
nature 1 suggested that if they place money at mv disposal I could do 
bettei woik with it than if it was spent on the scheme under consider ation 
Tlie two main points on which I based my apprehensions were first of all 
that we should lose the lemaikable tradition we have of ineoiiuptibility 
in oui big centralised accounts offices and also that there ivoiild be le&s 
opportunity for training of clerks in a specialised work if the big office was 
split up, as was contemplated, into several smaller offices I might say 
that those apprehensions so far liaA'^e certainly not been justified It is true 
that at piesent most of the men vorking in the Pay and Accounts Offices 
aie men who come from the pievioiis civil offices and have earned then 
traditions with them and lia'^e not lost them At the same time I have no 
reason whatever to suspect tliat my apprehension in that lespect will be 
found collect \Yith regard to tlie training, I think that it is cpiite possible 
to obtain in a Pay and Accounts Office tiaining sufficient for the woik of 
the office Whethei the tiaining in one paitieulai Pay and Accounts Office 
vould'be sufficient for the training to do the voik at the headquarters is a 
point which mav need fuithei eonsidci ation On the othei hand, the 
advantages vliicli have been gained to my mind aie very definite indeed 
It has lieen possible under separation to introduce a much more diastic 
check in the Pay and Accounts Offices than was ev'ei possible in a central 
accounting office The great change is in the pavment of most of the ex- 
penditure bv’' cheque from iieadquaiters after a preliminary sciutiny 
Now, it would never have been possible to introduce that change in centra- 
lized offices The furtliei point is that the knowledge of the depaitmeids 
of then expendituie is veiv much elosei and veiv' much up to date than it 
evei vs as in a promncial office In fact there aio now experiments going 
or to get the figures compiled — that is of the expenditure wffiieh is passed 
from headquaiteis — ^within a week after actual expenditure has been 
inclined oi the cheques hav’e been issued, so that the officers would then 
be in a position to know the progress of the expenditiiie almost wulliin a 
week That is a change which we could nevei hav’’e intiodiiced with the 
same piomptitude in a big ecntial office With legaid to the cfficiencv' 
with vcliich the Pay and Accounts Officers aie wmiking I see vmiy little 
difteiencf so fai betw^een that efficiency and the efficiency with which the 
woik used to be done in oui own offices With regard 1o audit, I see that 
the benefit is less in the case of the eivul offices than in the ease of the 
Ainiy and the Railways and I attiibute it simply to the fact that th-^re 
IS much loss to be found out The general scale of efficiency and legulanty 
IS on the whole gieatei in the case of the civil than it is in the case of 
Ilailwavs and I think on the vihole in the case of the Aimy Where large 
individual transactions have to be dealt with as is the case in the Army and 
in the Railw^ays, I am convineed that the separation has enabled audit to 
concenti ate on biggei matters and to effect much more radical 'improve- 
ments t know nothing has clarified more clearly the conception of accounts 
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aiKi aiKlii than sepalatloii Before this the confusion between the fune- 
fioiis of tho Audit OfficGi ciikI the officei eiseicisiiig financial contiol ^vas in- 
deseiibable It has taken years even to go thiough the masses of rules and 
attempt to ditfeieiitiate between those which mean financial contiol and those 
winch mean audit and accounting Sii Austen Hadow lef erred to a 
function of audit which is not a function of audit at all I am peifectly 
ceitain that that has been made much clearer by sepaiation and that the 
separation has led to a much tiuer conception of the position of audit 
and much greatei appreciation of the value of audit than before It is 
perfects true that when the experiment started I thought it would have 
beou possible in a hig eential office of audit and accounts to have continued 
the mechaineal accounting, and then to impose a snpei check within the 
ofl’ce 111 fact, ve aie still attempting expeiunents of that soit in tliose 
offices vliich have not been sepaiated In practice I am eeitain that the 
lesults cannot he as efficacious as wheie the two functions are radically 
separate Tlicie is only one further point I would like to make and that 
la that in my eaily trijis ^■h^oughout India I have found practically evciy 
local goYcinment reiT coneoined with the diffienlty of the reconciliation of 
the clepai {mental accounts with the accounts of oui offices which have 
to be leaaided as the final accounts Some piosinces had abandoned it and 
had to s1art it again and in several provinces the difficulty has been so 
acute that they hare asked whethei the system could not be given up 
altogetlu'i I said there aie only two alternatives One is to accept my 
figuios vhich T know are often inaccniate and the other is to have jmnr 
sepal all on when yon rvill be lesponsible foi the cheelang of yoni eompila- 
ticu and ue shall impose an outside check and to mv certain knowledge 
manv of the piovinces would have accepted the separation but foi the 
fact of the expenditnie incniied That is all I hare to sav on the subject 

Ohm) man — ^Thank you for voni statement 

EePORT of TUE jillLITA-RV ACCOUNT^; CoUriITTEE 

ChatDnan — Can jou, Su Fiederie call our special attention to any 
point ? 

832 Sv F) ede) iv Gaunthfi —I think the point in rrhich the Committee 
would he geneially interested is the question of stabilising the budget. 
Jill Brayne rronld explain the lines on rvhich that budget rvonld be drawm 
up and the extent to rrhich it inrolres any relaxation of financial contiol 

il/j Brayne — Shall I go in some detail as to horv we frame the budget 
and horr the aetnal stabilisation )ias affected tlic method of the jnepaiation 
of the budget 

Chapman — The point that has been raised is rrhether the existence of 
thii so-called ■•tab'ilised budget has involved anr’ relaxation of financial 
contiol 

M) Biayne — One mam result of this stabilised budget has been this 
that while in the past the principal staff officers such as the Q M G , A G- , 
etc , were alrrays, m theory, responsible for the piepaiation of their budget 
and for watching the piogiess of expenditnie thionghont the year, now 
that the stabilised budget allorrs them to spend or the improvement of 
tl\c equipment of aiinv anv gap that there mav be hetrreen the actual 
cost of maintaining the forces and the sum of 55 eiores and 10 lakhs, they 
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are naturallj’’ very keen to seeuie savings In tlie first place, they take 
care not to over-estimate their expenditure because if they do so then pj o 
tanto so much less money is available for the purchase of equipment 
Also during the course of the yeai they aio very anxious to watch the 
progress of expendituie in oidei that if any savings appeal to be piobable 
or certain, those savings might be used for fuither expendituie on improv- 
ing the efQciency of the aimy The result is that they take veiy great 
care in compiling tlieir data foi the fiamiiig of the budget foi which they 
now take a soit of coipoiate responsibility Each pimcipal staff officer 
Iirepaies his budget and then they all meet togethei and deteimine what 
the estimates leally ought to be That is how they could secuie this yeai 
2 crores foi equipment and mechanisation and foi vaiious other things to 
improve the efficiency of the Aimy But thioughout this there is absolutely 
no lelaxation of financial control Bveiything which the principal staff 
officers deteimine in conclave has to obtain financial concuiience oi the 
concuiience of the Secretaiy of State in exactly the same way as it did in 
the past, and the Finance Department aie particularly caieful in keeping 
a check ovei the giowth of recuiiing expendituie 

Chau man — Pei haps you might say something about the effect of the 
ariangement on the efforts of the Army vnthin itself to effect economies " 

M'i Biayne — It has done a very great deal B\eiybody from top to 
bottom in the Army tries to effect economy in every possible way One 
example has been referred to in the Committee’s report, namely the ques- 
tion of rations We, in the Finance Department held that the scale of 
lations was rather too high, but we were unable to reduce the amount 
We did press the point time and again but the medical authorities 
cilways said that the men must have a certain scale of rations Now' the 
military authorities have realised that economy can be effected without 
diminishing the food value of the rations That is to say, instead of issuing 
800 rations for 800 men they issue for a le'>sei number yust as hotels would 
do What they do now is to underdraw rations, by estimating every day 
what IS the actual number of men likely to be present Lots of men, for 
example, do not take then full rations on pay day , they haie some meals 
outside So then lations w’ould haye been wmstecl if they w'eie drawn 
The amourrt so sawed bv underdrawing rations is at the end of the month 
divided — half goes to Government and half to Unit funds which fund is 
used for improving the food suppl}’^ in other ways This example shows 
the Lend of economy 

Another example is the saddlery or a set of harness in a battery Theie 
IS a certain life fixed for such articles — say 8 years At the end of 8 years 
It IS probable that the Commanding Officer wvould say “ I wiant my unit 
as smart as possible , let us now have new saddlery ” Nowv they do not 
do it but make it last for another two or tliiee years Those are twm little 
■ways in which a great deal has been done 

Another direction in -which the new system has led to economy is that, 
supposing, at the end of the year, the military authorities find a certain 
amount of money a-^milable which can be spent on particular objects , if 
they are not immediately in need of those tilings, they put the money in the 
suspense account and draw upon it in the following year Thus spending 
in a huiiy is avoided and the programme of expenditure can be easily 
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coined on fiom one yeai to anothei, instead of being ebnfined to one budget 
yeai 

83o Colonel Gichiey — Have you got a 'watcliing eommittee oiei tins ^ 

Ml Biaync The Principal Staff Offieeis tbemselves ivateb progress 
There is no finance committee as such I have got a Deputy Financial 
Adviser in every branch ivlio is in clobe touch "with everything that goes 
on We have a meeting once a month in which we leinew the Vvoiking of 
the system 

834 Colonel Gidney — Could you tell me who are the Ainiy Stores 
Offieeis 

ilf? B7ayne — They aie offieeis of the Indian Aimy Sen ice Coips 

Colonel Chdncy — ^Fiom the business point of view, I think the Stores 
Department is a purely business department 

Ml Bi ay ne , — ^Ycs , of course you must also include ordnance stores and 
the Indian Aimj’^ Ordnance Corps 

Colonel Gidney — Have you any qualifications for these officers 
pi escribed ^ 

Mr Braync — I do not know what exact qualifications thej^ lequne ; 
that IS an administrative matter These officers are selected fiom the 
Army and given special training They have also to attend courses and 
pass certain examinations A cei tain numbei of them also go every year 
to the London School of Economics to improve then knowledge 

Colonel Gidney — I think I am right in saying that these offieeis for 
yeais are of no use fiom a bi’siness point of view 

M) Biayne — They may not have got a so-called business training but 
tliej' have got the necessary experience of army oigamsation and methods 
of supply Of course, you should remember that the vast bulk of the 
purchases are made centrally by the Controller of Contracts, a highly 
specialised organisation 

835 Colonel Gidney — The other question I wish to ask you is in con- 
nection with the relations between the Army Stores Depaitment and the 
Indian Stores Depaitment Have you placed greater orders this year 
than last year with the Indian Stores Depaitment ^ 

Mr Biayne — I could not say that 

Colonel Gidney — ^Would you be prepared to give the oiders to the 
Indian Stores Depaitment if they said they would be able to .supply you 
vuth youi requirements ’’ 

Ml Biayne — I cannot very well answer that question , it is an admin- 
istiative matter , it is a question of Aimy policy 

Ml Bunion — The general position is this The Army has got its own 
pui chasing organisation in the shape of the Controller of Conti acts But 
there are certain large classes of stores which aie bought through the Indian 
Stores Depaitment For instance, all textiles and army clothing and also 
coal and certain engineer’s stores which includes steel, are bought through 
the Indian Stores Department What the army buys itself is mainly articles 
of food and forage , these are things vhich the Indian Stores Depaitment 
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declines to touch Also Avai-like munitions %\liieh ai& manufaetured in 
special factories aie pin chased by the aiiny authoiities themselves 

Ghaiiman — ^As this committee is contemplating to malce a lecom- 
mendation about the Indian Stoies Depaitment I am sure that all mem- 
bers would be very glad if we could get fiom the Army a Memorandum 
of then policy as regards stoies and then relations -with the Indian Stores 
Department If we want anv fuithei information that is not provided 
in that IMemorandum, we can ask foi it What we v ant to know is whether 
the army could increase then pui chases through the Indian Stoies Depart- 
ment What objection have thev to have the maximum amount of business 
done through the Indian Stoies Depaitment so as to give that department 
a chance of buying ? 

Ml Biayne — I Icnow Geiieial Atlnnson has this matter always under 
consideration 

Chan man — I think if we can have fiom the Army Depaitment before 
the end of next week a Memorandum on that subject it vill he ol great 
value to this committee 

836 ilTi JRoy — ^Do vou regard the piesent giant of 55 cioies aud 10 
lakhs as a contract giant ^ 

Chan man — I do not think that is a proper question to put to 
Ml Biayne 

Ml Biayne — The actual teim used officially is ‘stabilised budget’ 
That IS the proper term But ve talk in the depaibnent about ‘ contract ’ 
merely as a useful aud easier expression 

Chan man — I do not go further than this The Goi eminent of India 
has expressed the intention that pioiided conditions do not ladicallv alter, 
they will provide that sum of monev 

Mi Ncoyy — Is this system mpiioited by usage in anv other countiT 
in the world ? 

Mi Biayne — I think it vas in rogue in Germanv before the war 

Chan man — In Germany thev passed a five rear narv loan and a five 
year army loan for the purpose of eaiiving it out But this is not an exact 
parallel, but the undeilving idea is rery much the same 

Mi Sheivam — Is this stabilisation for five years 

Mfi Biayne — Pour years 

Chan man — It has two more years to run I pioniise I will give you 
a full aeount of our futuie piospects in connection with the budget proposals 
this year 

837 Mi Boy — You are a meirrbei of the inilrtaiv council ? 

Ml Biayne — Yes 

Mi Boy — ^You coiiesporid to the position of the Financial Secretary to 
the War Office in England 



381 


ilf? Biayne — ^Yes * 

Ml Boy r—Y on exeieise yom function on belialf of the Honouiahle 
Member of the Government of India in chaigc' of Finance ? 

JBiayne — ^Yes 

iiX? Boy ^Do you consider that yom contiol of expenditure is in- 
adequate ? 

M}' Bin don — The Financial Adviser does not hold the same position 
as the Assistant Financial Secietary to the War Office As a mattei of fact 
that apiiointment has ceased to exist 

Chan man — The real thing vhich Mr Roy wants is whether 
Ml Biaync- as Financial Adviser can exeicise adequate control 

illi. Bill don — Mr Brayne does not conespond to the Financial Secre- 
taiy to the Wai Office Mr Biayne lepiesents the Treasury, but the 
Financial Seeretaiy to the Wai Office is a Wai Office official 

ill/ Biayne — The actual duties aie probably much the same though 
exercised undei different control 

Chan man — The question still remains^ whether Mr Biayne still 
exercises adequate financial control 

M) Boy — ^Your terms of appointment aie different The Financial 
Secretary to the War Office is really the Financial Adruser I want to- 
satisfy myself whether you consider that you have adequate powers to look 
after military expenditure of the Army Headquarters 

Ml Brayne. — I consider that I have no difficulty whatever in con- 
trolling expenditure though the actual methods may be different at Home 
and in India As to the poner, there is no difficulty 

Ml Boy — ^If the Army Council is treated as a statutory body, will it 
strengthen yom position as we haye got the Army Council in England ’ 

M) Biayne — I do not think it would 

Ml Boy — You lefeired to the economy campaign What is the result 
of IMi Macleod’s researches ? 

Ml Biayne — ^I thiiilr a yerjr great deal has been done Of course, it is 
\ciy difficult at present to say how much reduction in expenditure has 
been i cached though in certain defimte directions like rations the result is 
known I am satisfied that, in the Army Department, there is a yery 
genuine attempt towards economy We have received every help from 
H B the Commander -in-Chief in this direction 

'‘The analogy is piopeily with the Permanent Under Secretary of Slate at 
the War Office who^e duties niter aha are stated as follows m the War Office List, 
1929 — 

“Duties connected ivith his Office as Accounting Officer of Army Votes, 
Funds and Accounts Control of Expenditure, and Financial Advice 
generally Consideration and compilation of the Parliamentary 
Estimates Revieiv of proposals for new expenditure, or for redistri- 
bution of the sums allotted to the different sub-heads of the Votes 
Financial adjustments and lelations -with other Depaifments and 
Groveinmonts Accounts and Audit Non-effective Votes Admin- 
istration of the Royal Aimy Phy Corps 
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83S Roy — ^Do you eonsidei the control which the Honomable 

Pinance Member exeieises is quite full and rigorous ? 

ilf? Biayne — In viitue of his constitutional position he has ample 
poweis After all, the position is that if the Finance Depaitment takes 
one view and the Army Department takes another view, the ultimate 
authority is the Goveinoi Geneial in Council 

Colo'nel Gidney — Can’t the Aimy Department piess its point ? Sup- 
posing H E the Com*mandei -in-Chief desires a thing to be done, but the 
finances of the country won’t peimit that to be done, what happens ^ 

Ml Brayne — Supposing the proposal is to add to the stiength of the 
A T iny foi example The Finance Depaitment would piobabiy take the 
■view that the finances of the country could not afford it There would 
then be a dift’erence of opinion between the Aimy Member and the Finance 
hrembci and the matter would have to be decided by the Goveinoi General 
ui Council 

839 Ml Roy — ^Aie the Indian Army Seiviee Corjis modelled on the 
English Army Corps ? 

3Ii Biayne — The conditions of seivice and recruitment are more or 
less the same, I imagine 

Colonel Gidney — ^Tou have separated the Indian Army Coips from the 
Royal Army Corps ’ 

Mr Brayne . — ^Yes 

840 Ml Roy — The question of supplies to the Aimj'' has considerably 
impioved since the office of Master Geneial of Supply has been created ? 

Ml Biayne — ^Yes , a lecent enquiiy seems to show that tlie Office of 
Slaster General of Oidnance is in many ways the best oigamsed office 
at Aimy Headquarters 

841 Colonel Gidney — On the lecruitment in India — I am taking the 
yfai under leview, 1927-28 — ceitain Coips weie established in India which, 
were made Indian Coips Theie vas a nev' depaitment made You e‘?tab- 
lishod those Coips on a ceitain basis of salarv Was that salaiy based on 
the domicile of the man leciuited oi was it iiuiely based on the fact that he 
was once in the lank and file of the Biitish Aimy ? I am talking of the 
soldi Cl cleiks in the Indian Aimy Seryice Coips, in fact f am talking 
oi the generic teim. Unattached List Was it based on that oi was it based 
cii special qualification ? 

Ml Biayne — The pay of the Indian Army Seivice Coips was based 
on i"g]mental pay with the addition of staff pcay It was higher than 
leginiental pay and that is piactieally the piesent basis They get regi- 
mental lates, pins some form of Coips pay 

Colonel Gidney — I take it that the total increased rate of pay was 
added to the mihtary budget in 1927-28 and this came to 20 lakhs including 
pensjonaij charges * 

Ml . Brayne — It is possible that on an ayerage it was Rs 200 per head 
I do not Ivnow how many officers there are I am speaking of officers only 
I am Sony if I misunderstood 
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Colonel Gidney — ^Is it a fact that a seigeant in tlie Indian Army Ser- 
vice Coips gets as aUowanee moie pay than superioi officers in the Indian 
railwaj’-s / 

Mr Brayne — I think he gets ahont Ks 325 and rises tip to about 
Es 1 100 as a ]\Iajor I cannot say tvhat the railway rates are 

842 Ml Mif7 a — Why has the Army Department taken so much time 
to decide its attitude towards the Second Innes Committee Report ? 

M) Bimjne — ^The questions as regards officers have been practically 
settled except for two outstanding appointments The Committee met in 
1926 and it recommended a reduction of 13 permanent officeis and so far 
six haie been reduced and seven remain That is as legaids officers 
Certain additions have been made owing to mechanisation in ibe Aimy and 
owing to the creation of the Mastei General of Supply Branch The 
Innes Committee also recommended an examination of Army Ueadquarteis 
cieiical establishment That examination was made by j^lr JTcseltine 
There ■'vas some delay in starting this enquiry Mr Ileseltiue was not 
able to complete the whole of the Army Headquarters cieiical establish- 
ment, but he laid down ceitain definite principles When Mr Tlcscltine’s 
repoi t was finished, about 15 months ago, it was realised that it was not 
complete and therefore an Officer of the Military Finance Depaitment was 
lent to the Army Department to complete Mr Heseltine’s enquiry and also 
to re-examine certain points in it which were unacceptable to the Array 
authoiities That examination has lust been finished with the exception 
of the Royal Air Foice establishment 

ii/r Das — ^Last yeai you told us that the Heseltine Repoit was to be 
placed before the Military Council « 

Ml Biayne — It did not go befoie the Military Council as it was 
thought c’esiiable first to complete the enquiry as the Heseltine Repoit was 
not cohiiilete He only dealt with certain sections of Aimy Headiiuaiteis 
and laid down certain definite piineiples 

Mr Das — ^Last year it was said “No official decisions have been 
armed at on some of the recommendations The report as a vhole has 
still to be iilaced befoie the Military Council Some of the lecommcnda- 
tions have to be considered in the light of lecommendations made by 
ill Hpseltine These 'atter are under consideiation ” 

Mi Biayne — ^It is for His Exeellencj’^ the Commander-in-Chief to say 
whetliei he desiies this report to be placed befoie the Military Council 
befoie It comes up finally for the orders of Government 

Ml Das — Last year you said “ All of the lecommendalious of the 
‘second Junes Committee, I think, have been carried into effect except the 
cases of four officers which aie to come before the Military Council All 
otheis ha 10 been accepted ” Now you say seven still lemaui 

ilJr Biayne — At that time, I thought it was four Now ne have le- 
vieved the whole question and seven still remain I think Rie Innes Com- 
mittee recommended 13 permanent reductions of which six have been 
earned out and seven lemain There was some confusion between i educ- 
tions of temporal y and permanent appointments vhich piobablv accounts 
foi the disci epancy 

Ml Mifi a — How many officers have been added owing to mechanisa- 
tion 9 
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Brayne — They have added altogethei 12 new officers owmg to 
mechanisation and also in connection with the new organisation of the 
htaslei Geneial of Oidnance and othci purposes The Innes Committee 
took into account the Master General of Supply, but the oigaiiisation was 
not then quite complete Six officers have been transfeiied from lower 
foimalions Ceilain officers who used to be A\uth the commands have been 
brought up to Aimy Headquarters and are now located there but tliere is 
no extia expense on then account On the vhole vhereas the Innes Com- 
mittee iccoinmended a total of 133 officers, we ha\e now 158 officers 

Chanman — ^Hov many officers Aieie there at the time of the Innes 
lecommeudations ’ 

Ml Btayiic — There veie 146 iieimanent officeis 

Chau man — The thirteen additions aie due mostlj' to mechanisation ? 

Ml Btayne — ^Yes Of course as regards the cost, the position is this 
The Innes Committee lecommended savings of Es 1,96,000 on officeis The 
actual reductions brought in EvS 1^09,000 The Heseltine report nluch 
followed on the Innes Committee lecommended a reduction in cleiical 
establishment to the extent of 2 64 lakhs, so that including officeis and the 
cleiical establishment the total leduction ought to be Es 4 60,000 The 
actual icduction of officeis gi\es Es 1,09,000 and the proposed leoiganisa- 
tion of the cleiical establishment will yield oaci 4 lakhs ultimately so that 
the tvo combined should ultimately yield rathei more than what the Tnnes 
Corannttee recommended 

Chau man — ^You realise now biggei economies than the Innes Com- 
mittee lecommended But there is still a chance of further ceonomv. You 
hai-e not completed the Innes Committee lecommendation as tar ns the 
personnel is concerned 

il/j Brayne — So far as officers aic concerned, oideis ha\e been passed 
on all except the two cases which are still iindei consi delation 

Chav man — So there is no piobability of a finther icduction 

ilfj Biayne — ^Xo Of coiiise some leeommendations in icspeot of 
clerical establishment can only be carried out gradualh* Poihaps the Com- 
mittee would like to knov one of the mam recommendations that has been 
made and accepted and vliich has given well oier 1-^ lakhs in saving • 
there used to be about 35 of what aie known as technical clerks with 
lechnieal knowledge dealing mainly with oidnance questions These cleiks 
were veiv expensiie They were hi ought from the arsenals at an average 
cost of Es 500 or Es 600 a clerk As a result of the special officer’s recom- 
mendations, 30 out of the 35 clerks haie been lemoved and replaced by 
routine clerics That is one of the big economies 30 soldier technical 
clerks have now been replaced by Indian clerks 

843 Ml Boy — ^Do you feel any dilfieiilt}* in the Army Council owing 
to the absence of a civilian Member ^ 

Afj Biayne — I do not think I have any difficulty The Aimy Secre- 
tary IS also a civilian member of the Military Council 

Mr Boy — ^Don’t you think a httle more civilian element m the Army 
Council would strengthen your positron 2 

ill? Brayne — I don’t think so. 
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Mi. Biayne I have to lutoiin the committee that what 1 said about 
leductious at Aimy Headquaxteifa i& mciely my oxi u ebtimate ot the position 
I have not been able in the tune aiailabie to get it aceepted by the Aimy 
Department 

Chan man TJie point vill be taken up iie\t jeai uith this lepoit 

844 Chun man Non, Sii Ficdciie what is join geiieial opinion as 
legal ds the position ot Aimj audit and accounts, whethei you aie satisfied 
with the vay in which youi lecommendations in past ;yeais have been acted 
upon and whethei j'ou see signs ot impiOAement i 

Sii Fiedeiic GanntLctt That is dealt with Aeiy laigelj in paragiaph 
75 which comes light at the end I ahead} told the committee m anothei 
connection that I ^\as satisfied vith the Aimy which vas making a genuine 
attemiit to deal with the lecommeiidatioiis ot the Public Accounts Committee 
leinfoieing the leeommendatious ot the committee vhicli examined the woik 
in detail The lecommendations ot these two committees leally constitute 
a very poweiful leVei in my oj)inion 

Chun man You aie satisfied vith the Ma} in which the coinmeiiis 
Avliich you call attention to have been tollov ed up ’’ 

Sn Ficdeixc Gaunllcii Eutiiely 

845 Mi Fas Last jeai the otliei conmullee attached in the loim 
ot an annexuie the points laised bj the Public Accounts Committee and 
the steps taken Ot com sc some oi it occuis in the Aimy auditoi’s lepoit. 

Hi) F^i'edoic Gannilvil As a nuitiei oi tact evei} siiigie point in 
Apiieudices A and B aie dealt vitli iii detail in this lepoit It you lead 
paragraph 4 and onwaids, you vill find the whole ot the fiist meeting was 
taken up in dealing with c^ely item in Aiipcndices A and B in detail 

846. Chan man What do }ou icgaid as the moie imiioitant lecom- 
mendations m these pioceedings 

Sii Fiedenc Gauntlcit You ask me, Sii, whethei I would call atten- 
tion to what T regard as the moie impoitant lecommendations in these pio- 
ceedings The fiist one is iiaragiaph 6 wdiich has alieady been dealt wuth 
Next IS paragiaph 25 which is coveied by the pieliminaiy statement of 
Mr Brayne with legaid to financial contiol undel the stabilised budget 
The thud point which is of impoitance fiom the point of view of improving 
the existing accounts is contained in paiagraph 29 I am suie this com- 
mittee will endorse the desiie that the calculation of tiue cost of maintenance 
of fighting units should be bi ought out as accuiately as possible 

Mr, Biayne I think the difficulty is only in the ease of British units 
The Indian units are fairly accurate, but in the case of British units, 
expenses, such as capitation rates, are not included in the calculation of 
cost. 

Sir Fiedenc Gauntlett • Again the recommendation towards the 
imiirovement of trading accounts and the results of those accounts will 
be found in paiagici]ih 31 Tlic detailed lecommendations there follow 
very largely the general lines wdiich you, yourself, suggested Of course, 
they do not cover everything you said, but they are independent attempts 
in the same direction 

Chairman I am sure, w'e should, in future, like to see some sort of 
report of that kind and Iheie may be quite useful lessons to be leaint 

Se2C!PBI'mD 25 



fiom the Airuy expeiieuee lu luuumg uudei Ukiiigs ol thib kind ■\vliieli 
might be taken advantage o± by the civil side 

Fiedeuo Gaunilett L am going to bung iiaiagiaiili 31 diiectly 
to the notice of the Directoi oi Commeicial Audit so that the two can woik 
on the same lines and pioduce a lepoit in iutuie which will give ehect to 
both youi suggestions — a lepoit such as will be ineseuted by a diiectoi oi 
a company 

Chan man Theie is no leason why the annexe that I suggest should 
not have a balance sheet and a piofit and loss account, a goneial lepoit 
on all the Aimy commeicial undei takings 

M? Bai) 1 thinlc the Aimy commeicial undei talcings have ceitain 
essential difiteienees fiom the civil commeicial concerns They aie moie 
essentially pait of Aamj oiganisation Tlie}* do not go in foi piolit and 
loss Then main object is to show tiiat tliej wmik economicdlly 

Chau man They come veiy near to ceitain civil commercial conceius 

If; Ban 8o iai as Aimy commeicial concerns aie conceined, tlic 
overhead charges will be much heaviei than in oidmaiy cml commeicial 
concerns, 

Chamnan On the other hand, tallang in a comparative way, li an 
Army is manufacturing rifles and we get tJie account wdiieli show's the 
cost at which rifles aie turned out m one jear as compared with the 
previous year, then we get a veij valuable guide as to how’ matters are 
going on It is not so much the inofit thej' make as the cost oi the article 
they pioduce 

M) Ban 1 ventured to olfei my lemaiks as i undei stood there was 
a proposal to have a combined aniicxuic containing Civil and Mibtaiy 
Commeicial concerns and I washed to xroint out that there was an essential 
difference between the two Tliej might be kexit ajjait 

Gliainnan I am aware oJ this ditleieiice The Civil statements may 
however be of use in considering the Military Statements and vice vena 
What IS wanted is a dynamic comparison — one year with another — ^not a 
static comparison 

Ml Ba‘)r We should do something on the same lines as the Civil 
budget 

Ghatnnan I agree that we should do something on the same lines 
We might call attention to the increased cost The tendencies are similar 
to that which we are getting on the civil side 

84:7 Mi Das Can Mi Ban givm us iiifoinratiou about the repairs 
to “ Duffenn ” at Bombay and how they came to exceed the contract ? 

Ficdcnc Gaunlleit It came out in the Civil Axipiopiiatioir 
Accounts and m the course of the examination oi the witness of the Com- 
merce Department that whereas there was in the Commerce Dejiartmcnt 
budget provision of Es 1-J lakhs for the repair and also lor fitting the 
“ Duffenn ” as a cival training shijr, llie actual cost including tlie raoiicj’’ 
paid to the Army foi the Duffonn and the cost oi repairs came to Ks 4. 
lakhs and the question arose as to who was responsible for the audit of 
the expenditure incurred by the Superintendent of the Dockyard I want 
you to understand that the exirendituie is in the civul budget and it is being 
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undertaken on belialf of^lie Commeice Depaitment by the Marine Depart- 
ment and the expenditiiie passes from the Couti oiler of Marine Accounts 
to the Accountant General, Bombay in whose books it is finally bi ought 
to account Now, what would be the degiee of audit exeicised by the Con- 
tiollci of klaiine Accounts on expendituie such as that and what r\ould 
be the demarcation of lesponsibility between the Controller of Marine 
Accounts and the Accountant Geneial, Bombay 

Colonel Ellis The Contioller of Maime Accounts, Bombay is responsi- 
ble for the coiiectness of the account 

Si} Fiedeiic Gannilctt Would the Conti ollei of Marine Accounts 
be supplied with the appiopriation for a particular work ’ 

Colonel Ellis Yes He eeitainly should be supplied with informa- 
tion as to the appropriation 

Sii Ficdciio Gaunflett Is he lesponsible foi audit against detailed 
estimates and the audit against the civil appropriation ’ 

Colonel Elhs Yes 

Sn Fiedei ic Gauntleft Have you put foiward the view that the Con- 
ti ollei ot Mai me Accounts was piimaiily lesponsible the moment that 
expendituie was incuried without estimates and in excess of appropiiation ? 
Through wJiat channel should he have reported that and to whom ? 

Colonel Elli<i His first action should be to bung the matter to the 
notice of the head of the Doclcjmid , he should then see that the Civil 
Depaitment vas infoimed He should send rvaiiimg of the extra cost 
ancl see that the necessary funds were allotted 

Sir Fiedei 1C Gaunileft As I see the position, the A G, Bombay 
must of course exereise control against appropriation but he can only do 
that aftei the expenditure is passed to him through the exchange account, 
which involves dela}’’ The question which arises in this Committee is as to 
whethei there v.is no pielimiiiaiv obligation on the Controller of Marine 
Accounts to trike action outside the oidinaiv routine of the exchange 
account 

Ml Ban If information ot expenditure is not sent to him, he is not 
lesponsible It seems to me that the responsibility must go back to some 
extent to steps taken by the Commerce Department 

Colonel Ellis If the knowledge was placed before him the Control- 
lei of Marine Accounts is responsible for audit action 

Sii Fiedei 1C Gaiintlett My general impression after the discussion 
IS that I should investigate in conjunction with Mr Barr and Colonel Ellis 
what IS the exact pioceduie in a case like tins for passing on information 
to the people who have to undertake pieliminarv accounting and audit 
It IS just possible that whereas the Controller of Marine Accounts may have 
been inf oi mod, Mi Ban, the auditor, may not have been informed I 
would like to investigate the machinery further I shall take this up quite 
independently of the Committee 

Chairman We shall have to refer to it in our Eeport We had the 
case brought to our notice We can say we await the result of the Auditor 
General’s examination The real thing is that when one department 
eniplovs anothci io do work for it, there ought to be a proper business 



388 


airongement inado nisi ns you Avould uuike nn airnngement the eon- 
traeloi who uudeitakes some woik toi* yon Tlie question of wliat piocc- 
duie should be followed should be settled at the time when the contract 
IS placed 

Sir Fiedenc Gamiilett As against that is the obvious attitude ol the 
Supeiintendent of the Dockj’-aid “ T ha^e got to put this boat right and 
I shall go ahead with the woik quite icgardless of the raonej that is 
lequired oi the monev placed at my disposal ” 

Chan man It is foi the Depaitment on whose behalf voik is done 
to watch him and see how he is getting on 

Sir Fiedeuc Ganiitleit Theie is one moie point Theie is no indica- 
tion that this matiei was evei bi ought to the notice of the Finance Depait- 
ment , it IS a question whethei otliei Departments should not bring to the 
notice of the Finance Depaitment impoilant in egularities nhich come to 
their notice 

Ml Sarjiva Bow The mattei was bi ought to the notice of the Finance 
Depaitment It is explained in the Memoiandiim fiunished bv Mi Lindsay 

chan man We will see that the thing is thoioughly looked into noiv 
and draw what lessons we can fi om it 

84P Sn Ficdoic Gamifhlt The next paiagiaph I have noted on is 
paiagraph 52, in oidei to dian attention to action which was being taken 

Maiilvi Mohammad Yalvh Haie tliese oideis been drann up since 
this ie]ioit was made " 

Ml Biaync AppaienlljMhey have now been drafted Mr Tottenham 
says he has been in eonsiiltalioii mth the Qoveimnent Solicitor 

Sn Fredciic Gavnilclt Mv next paragraph is paragiaph 5G This 
question was dealt with ihis morning 

Chan man T do not knon whether the Committee want to pursue 
that They nere satisfied nitli the statement made this moniing about v.ii 
claims geiieially 

849 Ml T>ai Tlie infoiniatioii gneii about Aden is some lelief to 
us May T have a little fuithei explanation about the last paiagiaph ? 

Mr Bui don I explained this moining the position legaiding wai 
claims The claims and eoiintei claims in respect of Aden cliaiges ]nioi 
to 1st April 1927 liaA'e been meiged in the geneial settlement ol war claims 
between His Ma,iestv’s Covernment and tlie Government of India 

Sir Fiedeuc Gauntlcfi The next paiagraph is paragiaph 59 

Chan man We liaie dealt witli that 

850 Sn Fiedeuc Gannilcii The next paragiaph is paiagraph 60 
The point at issue is whether there should be a separate budget foi the 
factory and a sepaiate account of the faetorj’^ in which paiunents made by 
the Army could appeal as leccipts of the factoiy I think, that is an 
inipoitant question of budgeting aiiangement and the opinion of the Com- 
mittee IS expressed in the last five lines 

Chan man Theie is one sentence lieie which I think reads lather 
cuiiously “ The otliei P S Os have no inieiest in the mattei, apait from 
the general inteiest of each and all in seeming the economical administia- 
tiou of the railitaiy services, ’ ’ 
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‘ Mr Brayne — Tlie other P S Os lake an extiemety live inteiest 
in the mattei 

Si) Fiideiic Ganntleit — It Avonld have read hettei if it had stated 
“ The othei P S Os have the inteiest in the economical administration 
of the militaiv sei vices and theiciore the point is still of impoitancc ” 

M) B)ayne — I liaAe had the matter nndei consideration foi some 
two months now , I have had several discussions on the mattei vith the 
autiioiities concerned 

851 8ii Fiedenc OmmUeff — The next important paragiapli is 
paiagraph 63, which has alieadv been dealt with by Mi Biayne The 
next paragiaph which is of nnpoitance fiom the audit point of view is 
paragiapli 65 

M) Biayne — ^Peihaps this Avas not made cleai to the Army Accounts 
Committee In this mattei it is only the civilian eleiical establishment 
Avhose ]iaA' is iiiidei Ps 200 that is atfected 

Sii Ficdeiic Gauntlett — The peifeetly general case was also referied 
to In fact I uas dealing with a ease onlj'- yesterday and it to my mind 
cleailv indicated the desii ability of rathei tirmei contiol In fact I 
liai’^e suppoited rmu in saying that this case must go to the Secietaiy 
of State 

M) Neogy — Do A'Ou take medical opinion in these matteis ^ 

Mr Biayne — ^Yes The cases aie dealt rvith by Medical Boards 
If theie IS a difference of opinion between the Finance authorities and 
the decision of the Medical Boaid, it is referied to the Director of Medical 
Ser\uces 

Si) Fiedeiic Gauntlett — There was a case that came up in these 
papeis Five oi six yeais after a man left the Aimy, he dies in a village, 
and the local chauladai lepoits that death was due to cough and fevei 
Is it tuberculosis or is it anything elnonie in the lungs ” Somebody 
has got to decide whether he is entitled to pension If cough and fever 
in a village suppoited by no medical opinion at all is held to be strict 
pi oof that he died fiom ivai conditions, then it is a little difficult to 
enforce the legulations That is the piactical difficulty in the matter 

M) Neogy — Wliat is the amount iiivohed in these claims ? 

3fr Brayne — Possibly Es 8 a month for the vadoiv and Es 2 each 
for the children 

M) Neogy — ^What is the total annual chaige foi all such eases 

M) B)ayne — It is veiy difficult to say 

Ml Bill don — I am not sure that it is sepaiately classified 

Chan man — Steps aie being taken now 

852 Sir Fiedeiic Gauntlett — The next paragraph is 69 It is a 
matter which is always with us I meiely called attention to the 
leeommendations in the last fiA’’e lines of the 1st sub-paiagraph and 2nd 
sub-paiagiaph The Engmeei-in-Chief quoted the case of an offieei -who 
had bi ought cIoami the peicentage of obiections to ml 
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Mf Biayiie — Colonel Ellns did the same when ]ie was Command 
Contiollei b}'' peisonally taking an. intcicst in llie matter 

Ghmunan — ^^Vlll you see, Mi Biayne, that this is taken up *’ 

Ml Buiync — Yes, Sii 

8ii Fiedeno Ganntletf — Then 3 will letei to the pioceedings oi 
the sixth meeting ivlieie the Committee toimulated its geneial conclusions 
and I think eveiy woid theie deseives study 

853 Ghmimav — The fiist question is as legaids the lump cut in 
the total estimate AVhat do you say to caiiying the cuts down to 
individual heads 

Ml Biayne — 'We, aie doing that, Sii In the yeai 1928-29 the 
lump cut was only 34 wheieas something like 50 lakhs weie distiihiited 
over various heads In 1929-30 oui estimate was very much closer and 
so we did not have so many lump cuts 

854 Mr Das — ^You say you aie stabilising your budget Your 
Aimy Headquaiteis cost you 2 croies and 2 lakhs * Now you have 
inci eased voui staff by seven officeis foi mechanisation Do you not 
think that the cost ot your Aimy Headquaiteis is inci easing ? 

Ml Biayne — Taking the clerical establishment and the officeis’ 
establishment togethei I think theie is a i eduction 

855 Gliairman — Paragiaph 74 The impoitant recommendation 
IS about the apiiointment o± a whole-time expeit to control and watch 
the piogiess of expendituie and to devote unceasing attention to the 
impiovement of methods of budgeting and expenditure eontiol 

Ml Biayne — Peihaps the Committee did not quite appieeiate the 
fact that I have had a Budget Officer piaetieally full-time since 1925, 
but he IS a Deputy Financial Advisei and so far he is on a three years’ 
tenure But he is piaetieally full-time I gise him certain additional 
duties which do not take up much of Ins time 

Ml Neogy — Perhaps stress is laid on the woid “ expeit ” 

Ml Biayne — The first officer appointed Budget Officer in 1925 was 
ol the same class as the present Budget Officer in the Finance Depaitment 

Ghaiiinan — ^Aie you satisfied that the ivoik is being done 
satisfactorily 

Ml Biayne — We are getting much better control ot it now I 
admit that in the past, chiefly because of the change from one system 
of accounts to another, it has been difficult to keep a scientific record 
fiom year to year, but now'^ we have started keeping tor each head of 
appiopi ration a separate record showing the variations from year to 
year and month to month and quarter to quarter, and the causes ol 
these ■variations So that now^ there will be much more accurate account- 
ing than in the past 

Chau man — ^Have you got anything to say about that, Mr Bui don ^ 

Ml Bui don — WhM the Committee had in mind is the same thing 
as I am advocating on the civil side AYliat wms meant by the w'ord 
“ ex])oit ” IS a specialist who will be continuously employed on this 
particular work 



Ml Bjaync — That is the trouble You see the Budget Officei has 
been a Deputj’’ Financial Advisei and thus on thiee yeais’ tenuie The 
fust officei u.is tluee yoais in Ins appointment and then icveited to a 
dislnei office The next officei ivas on]y a yeai m the post and tlien 
levelled lo a command as he was due ioi pioniotion The piesent officei 
has just taken ovei He is still classed as Deputy Financial Adiisei 

Climtman — ^You want a longei tenuie ^ 

Ml Bi ayne — ^Yes 

Ml Buulon — ^You Vvant a Budget Officei who has been siieually 
flamed light fiom llie beginning, in place ot a Deputy Financial 
Advisei ^ 

Mi B)ayne — Yes , the limited tenuie is wiong 

F>e(hnc Gaunileit — ^Paiagiaph 75 I should like lo make a 
coniincnt heie Tlie Committee will see that theie aie three alterations 
in the paiagiaph as punted The second alteiation is meiely to make 

accurate a statement tliat l\Ii Ban made The leason foi these altera- 
tions IS thaf Ihc nnlitaiy aulhoriues liayc ahiais been responsible foi 
{he compilation ol then own accounts Up to the time of Mi Ban’s 
appointment the Militaiy Accoimts Departmenf was also lesponsible 
tor its oun audit and theie uas no othei audit Since Mi Ban’s 
appointment theie has been an independent audit undei me conducted 
by Mr Ban and it is lueiely because the piovious statements weie a 
little inaccuiate in substance that they liaye been cut out It does not 
mean that we do not wish to saj’' that Mi Bair’s audit is quite efficient 
they have meiely been cut out so as to make peifeetly accurate a state- 
ment of what was entailed when Mi Ban came in and undertook this 

AVOlk 

I should like to dwell upon the last foui lines because it is of very 
great impoitauce in i elation to the question of the sepaiation of audit 
and accounts One of the main reasons foi the success of the scheme 
of this independent audit in conjunction with the Army is that veiy 
much of the expendituie is incuired actually at headquarters wlieie the 
papeis can come diiectly undei Mr Barr’s own scrutiny and it is an 
opportunity which is quite unique among audit officei s in the fact that 
he is able to deal at headquaiters with such an enormous propoition of 
financial responsibilities, and you get the work concentiated in the hands 
of the head-man far moie than is possible in any other branch of our 
y oik 

Chau man —TliQie is just one lemaik of a general uatuie which I 
should like to make Mi Biayne said that his work was getting on 
satisf act only so far as eontiol is concerned I thinlc that very important 
steps towaids effecting economies have been taken in the Aimy, but I do 
not think that that is going to be the last word There will be aU soits 
of other steps to be taken in the future and it will be the business of the 
Government ot India to lieep up the hunt for economies in the Army 
and not be satisfied liy what is being effected under the piesent system 

Colonel Gidney — I desire to associate myself with you I think 
theie IS an improvement and a genuine desiie for economy in the Army 

Chau man — To that extent we can say that a good step has been 
taken. 
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856 Mr Das — There is a small pomt I should like to leiei to aiisiiig 
out ot paiagiaph 54 at page 76 in connection ivith paiagiaph 53 (a) of 
tlie Auditoi-Geneial’s lettei and paiagiaph 2 of the Repoit of the Home 
Auditoi on the Secietaiy of State s Accounts It seems that duiing the 
passage Indian officeis were allowed to draw allowances which only 
Biitish legiments aie allowed and the Home Auditoi lias commented 
that this ought not to have been done Tlie Committee thought it 
desiiable that the whole matter should be examined by a financial offieei 
in consultation wath the Auditoi -Genei al “ the lesiilt being communi- 
cated to the Home Auditoi if this is found to be necessary ” T suggest 
that it should be communicated to this Committee also, because it is an 
instance of the Lee concessions going out by the back-door 

Gh a 11 man — We wull see that it is communicated to this Committee 
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lead to 'ilieir reduction oi elimination all round, starting ivitli. 
the actual custonieis of the bank and between places where banks 
have blanches This in its turn vould lender mobile, money, 
which at piesent cannot fieely move, and it would be a great 
souice of stiength to the economic life of the country, which would 
leact faAOuiably both on Government and on banks 

In the case of banks, a discount has to be paid between tvo 
places on a cheque The cheque can, theiefoie, serve the same 
puipose as the leitei of cieclit, but with legaid to the post office 
savings bank, a lestiiciive conclusion has been leached by my 
colleagues that “ we are not in fa^oui of the postal department 
developing any new banking business We liave lecommended 
that withdiawal of savings banks deposits by cheques be per- 
mitted and that savings bank depositois sliould be allowed to 
have money oideis debited oi ci edited to their accounts ” I have 
indicated the balance of achantage in seeming the use of cheques, 
laigei mobility foi capital inducing laigei sa-sings, and in giving 
gieatei volume of business, if the post office savings bank could 
leally be to the pool man uhat the joint stock and othei banks are 
to the bettei classes But I lealise that I am up against the 
whole weight of official dogma, the vested inteiests of the post 
office itself m their money oidei income and the vested inteiests 
of the banks, who do not desiie post offices to develop cuiieut 
account business 

402 Use of VernnonJai'^ — Tlieie is a pnition of the Indian 
population, who aie not liteiate at all. and there is anothei, uho, 
being liteiate, cannot lead English While the difficulties of the 
first section aie consideiable and can be only oveicome vith the 
spread of education, the obstacle m the way of the second gioup 
could be lemoved, if banks weie to make airangenients at all then 
blanches foi lecognising the use of the veinacular in the mattei 
of hvnehs, cheques, and pass-books The foieign “ expeits ” laid 
gieat stiess on the infinite vaiietv of the seveial hundred veina- 
culais in the countiy as a giound for pessimism in the expansion 
of banking, but in many piovinces. theie aie only one oi tuo 
vernaculais in geneial use In anv case, it is moie piobable, that 
theie will be persons knowing anothei -seinaculai but not knowing 
English Indian banks have already, in then oun inteiests, 
given this facility to then clients If theie is dela}’- in estab- 
lishing the Beseive Bank it should be one of the terms imposed on 
the Impeiial Bank bv Goveinment, that such facilities “jhall be 
given 1 , 3 ' them at their numeious blanches T\Gien the Beseive 
Bank is established, it should be obligatoiy on all its agents to 
leeogmse vernaculars 

403 The Cleanng Hoxise — The Beseive Bank Bill laid down 
that the management of dealing houses uould be 111 the hands of 
this Bank Existing conditions uith 1 eg aid to this are not satis- 
factoiy, as will be seen fiom the following — 

Question No 7959 — (Mi IManu Snbedar) A complaint has been laid 
before us that the foreign bants are dead set against Indian bants being 
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admitted to the Clearing Souse lEs that ivithm your experience? — (Mr 
MacDonald) I have heard of such complaints 

Question No 796Q — (Mr Manu Subedar) What have you to say about 
it? You know that undei the Canadian Bank Act, theie is a Bankers’ 
Association theie, and there are similai associations in other countries, and 
tlie rule there is that only those banks that are registered in that country, can 
Become members of that Association and no others?— (Mr MacDonald) I 
know of that provision 

Question No 7961 — (Mr Manu Subedar) Is there any oh 3 ection to India 
tfollowing this lule? — (Mr MacDonald) At the present moment the dealing 
House IS constituted by original membeis, who foim that Cleaimg House It 
is their business entirely 

Question No 7962 — (Mi Manu Subedai) It has, at present, not been 
foimed undei any legal airangement If a law vas enacted governing the 
legulation of banlang in this country and if that law prescribed who shall 
be the inembcis of tire Clearing House, then w'ould that not cover the point 
Is there any inherent difficulty in India following such a piacticeP — (Mr 
MacDonald) I do not think there will be any difficulty, but I am of the 
•opinion that you cannot prohibit the membeis of the piesent dealing 
House from meeting together 

Question No 7963 — (Mi Manu Subedai) Nobod\ could object to their 
meeting outside the Banking Association ^ — (Mr MacDonald) Yes (Oral 
•evidence of AIi K M MacDonald, Managing Governoi of the imperial 
Bank ) 

Tire establisliment of dealing bouses in the piOTinces and of 
giving facilities to indigenous bankeis, was uiged by Sii Basil 
"Blackett in tbe following woids — 

“ It would ceitainly be desiiable if more facilities could be 
‘given foi dealing tbe cheques of piivate fiinis up-countiy, and tbe 
question migbt well be consideied, ■wbetbei in up-countiy markets 
wbere indigenous banks aie of greatei impoitance, tbe piivileges 
of dealing bouses migbt not be extended to legisteied piivate 
ibanks of suitable status as well as to ]oint-stock banks 

In pimoiple, clearing aiiangenient avoids tbe movement of 
specie and notes fiom one bank to anotbei It, tbeiefore, leduces 
tbe amount of casb lequired in use and it saves tbe cost of tbe trans- 
mission of sucb cost by eliminating tbe iisks attached tbeieto It 
also saves time to all paities concerned It would be a valuable 
•means of linking up banking institutions with tbe Reserve Bank 
It IS hoped, that, after tbe Reserve Bank is established, tbe develop- 
ment of clearing bouses in India will pioceed on sound lines, as 
in other countries, but tbe exclusion of foieign institutions fiom 
sucb clearing bouses is indicated as a primary protection If they 
aie included for any reason, it should be, not as a normal prac- 
iice, but as an exception, and such piactice should not be allowed 
TO be ciystallised as a definite and final model for all times 

404 Ntdhis — I concui with tbe Madras Committee’s repoit in 
this matter I legard tbe Hidbis as a vei’y favourable nucleus foi 
tbe foimation of banks Rour of them, according to tbe Madias 
report, have already turned themselves into regular banks. 
"Many more might, if tbe present laxity of tbe law is avoided , turn 
in tbe same direction Aftei having induced as nianv of them to 


Delhi Umveisity address, 1925 



400 


do banking business as possible, if a number aie left out, wliicli. 
must have the piivilege of peiiodic contribution to shares and a- 
partial or complete witbdiaual of share capital, a special law 
may be set up, but the special law should not be a Madias Act 
and for Nidhis alone There should be an. all-India act on the 
lines of the Industrial and Piovident Societies Act of the United 
Kingdom This act should be applicable to> all-India in the mam, 
but the rules obtaining in each province might- be subject to the 
appioval of the piovincial Goveinments It is high time that there 
was a law on this, as all kinds of institutions on a small scale are 
being woiked at present unknown to authoiities Contributions aie- 
being levied fiom manj^ ignorant and pool membeis of the public 
foi institutions, vhich have no legal basis, and in vhich. the= 
minimum protection to the clientele is not provided for by Ihw 
The expeiience of other countiies in this direction is available If 
there has not been a definite demand foi this legislation, it la- 
because no particular powerful interest was directly alfected Insti- 
tutions, which assist saving in any form aie of great impoitance' 
foi the country and they should operate in India under lavs based 
on the experience of other countries in order to prevent dishonest 
manipulations bv individuals to then own adiantage and in order 
to secure some publicity, some audit and some regulation on their 
operations 

405 The Chetlics — The system of banking, vhich lias been 
developed by the Chetties, both in Madias and in Uuima is one, 
which has survived long without anv serious scandals It has 
also shown a capacity to expand and a capacity to adjust to new 
conditions Thev have both current and deposit accounts, legulai 
pass-books and some attempt is now being made to secure linking 
up with the central banking institutions The operations of the 
Chettinad Bank are operations, vhich would have a place of honoui 
in the banking histoiw of this countiv The Oliettinad Bank 
itself with a capital of three croies of rupees is the lesult of the 
amalgamation of private Chettv bankeis and its iiumeious agencies 
have now turned into branches With legaid to Buima, Chetties 
have put forward various small grievances which mar be lemedied, 
and evervthing should be done to encouiagc them in then opein- 
tions, particularly as in Burma, then methods are not considered 
either as usurious oi oppressive 

406 The Loan Office’^ m Benqal — These aie a peculiar, and in 
several ways, a lemaikable development It is tine that some of 
them offer veiw high inducement foi deposit and thev also recoup 
themselves by veiv high lates, which they chaige foi loans Thev 
have also the undesirable feature of lending out on then share 
capital and many of them are too small in then total opeiations 
The Bengal Committee’s leconimendations with regard to them 
are generally sound I endorse them I would, however go 
further in one direction Wlieie the loan office is woiking satis- 
factorily its accounts are audited and it has built up the reseive 
fund as indicated by the Bengal Committee’s leconimendations 
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and tlieie is notliing against it except that it is chaiging high 
lates, it is of importance to make more funds available to it. 
Inci eased funds alone can bung down rates Such increase of 
funds can only take place, if and vhen they produce securities- 
acceptable to the institution, which give such funds If the loan 
offices of Bengal had an apex bank taking deposits from the 
public at cheap rate, then puijioses would be served It is^ 
howevei, not necessaiy for an apex bank to be theie, if the branch 
of the Reserve bank, which would be in Calcutta, is to have a 
special officer to look into the aifairs of the loan offices and to 
advance to them against securities approved by the Reserve Bank 
and against the margin fixed by them, funds, which they can use 
in their ojierations Such facilities may tend to bring rates down 
Such increase of resources may not be considerable in volume to 
start with, but will serve the purpose of eliminating the keeping 
of much cash, and it will strengthen their position geneiallj 
This recommendation is on the basis that it is bettei to pick up 
in the existing institutions, whatever is good and to use them as a 
nucleus for proper banking in course of time than to expect brand 
new institutions to be set up The starting of new banks is beset 
with many difficulties, but the loan offices are there There are 
782 of them and though it is said that some of them have developed 
weakness and have frozen then resources and are unable to meek 
the withdrawal of deposits, others are in a sound condition If 
the Reserve Bank were to help even two dozen of them and to guide 
them along the path, when in due couise they would become proper 
banks, a great service would have been done to Bengal, where the 
prospects of the growth of indigenous ]oint stock banks have been 
considerably darkened by reason of the failure of the Bengal 
national Bank The skill, which some of the staff of the loan 
offices have developed, and the extensive local Icnowledge, which 
they have, ought not to be lost They are the local banks of 
Bengal on a small scale and at present not answering to model 
conditmns The capital engaged in them is in Bengal, the dii ac- 
tion is from Bengal, and it would be a very great pity, if they 
are not strengthened by the sort of link, which I am suggesting 
with the Reserve Bank, and given a chance to grow into pioper 
banking institutions * 

407 Insurance t — The question of insurance came before the 
Committee in connection with the insurance of goods placed in 
licensed warehouses I recommend, that it should be an obligatory 
lule that all insiiiance of goods in warehouses holding a license 
from the Licensing Board should be with Indian insurance com- 
panies This IS absolutely -justified, if Government advance funds 
for these w^arehouses and spend the money for a Licensing 
Board, and foi an economic survey and provide marketing facili- 
ties, and if Government ask banks receiving assistance from 

* The same obligation should be put on the Imperial Bank, if there is likely 
to be delay in establishing the Beseive Bank 

t For other provisions in connection with insurance, see paragraphs 352 
and 353 
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ihem to accept tlie warrants fiom these waieliouses The Reserve 
Bank is not only to be peimitted by statute but actively encouiaged 
to make advances against uaiebouse leceipts Suiely after this, 
(jrovernment could piovide that goods in wai ehouses shall be insuied 
with an appioved Indian insurance company There aie people, 
who see disci iminati on in this, but it is not so It is a foim of 
encouiagement to Indian effort by the tiausfer of Indian patronage 
to Indian concerns Aided institutions aie always lequiied to do 
vaiious things Institutions, which are undei legulation, aie to 
be called upon to confoiin to regulations and have their fieedom 
to act coiiespondingly lestiicted The reseivation asked foi is 
reasonable and is lecoininended 

It IS essential to provide this, because insurance in the last 
analysis is nothing but money saved in oidei to meet an emergency 
Instead of a pail} saving it by himself and meeting the eineigency 
by himself, the savings of many aie accumulated in oidei to meet 
the emeigency of any of them An mfeimediaiy oiganization is 
cieated to attend to this business and that is called the insuiance 
company, but in effect it is meiely a disposal of savings and fiom 
this point of view, I considei, it essential that Indian savings 
should not pass into foieign hands 

The uigency of such jiiovision vonld be eviden’t on an examina- 
tion of the following figuies — 


-General (Fiie, Mai me, etc) 
Life 


No of Tnsuranco 
Companies 

Indian Foieign 

16 135 
66 36 


Premium Income 


Indian 

Rs 

41 , 00,000 

3 , 35 , 00,000 


Foreign 

Rs 

2 . 13 . 00 . 000 

2 . 90 . 00 . 000 


I OS Bankeis’ Association — It has been suggested that a 
-common association of all banks and bankers in this countiy would 
lead to better acquaintance between different classes of bankers and 
the discussion of subjects of common interest It would also, it is 
hoped, lead to improvement in siandaids and the imposition of 
better practices by disciplinary measures against any member 
found doing anything, Avhich would reflect on the standing and 
reputation of the whole class The foreign “ experts ’’ desired the 
-establishment of three different associations, such as the Roieign 
Banks Association, the Indian Joint Stock Banks Association, and 
the Indigenous Bankers Association, but the Committee felt that a 
single Association and a common platform would lead to more good 

While recommending that steps should be taken for tlip estab- 
lishment of such an Association, I would deprecate stamping of 
Indian institutions by foreign institutions inside it in any manner 
I would also indicate that an Asscciaton of banks and bankers 
oannot be a regulative authoritv IIoi can it be entrusted with 
the function of expanding banking either in the case of joint 
stock banks, oi private bankers Associations of banks, like every 
other Association, when they are powerful, seek the restriction of 



403 


numbeis Tliis dangei is not leal to India in the present situation, 
but the suggestion, that such an association would take the place, 
eithei of banking councils or banlcing author ity, put forward by 
seveial Provincial Committees cannot be accepted The giowth 
of such an Association and its activities will, therefore, have to be 
watched 

409 Banian g Education — In tire mattei of banking education, 
the phenomenon, which strikes one, is the absence of any speciai 
education amongst those, who are holding high positions in banks- 
woiking at present in India including the foreign banks High 
officials in the banks are either men, vho had nothing more than 
simple, normal high school education, oi who had a sound general 
education In western countries also the utility of specialised 
education as a pierequisite has not been established 

Education, however, helps those aspiring young men, who ha-ve 
ambition to get into higher lianking after having got employment 
in a bank, oi in anticipation theieof If they knew something 
of the theory of banking, it would enable them bettei to understand 
the process and the directions of then superiors Facilities should, 
theiefore, be created for those, who intend to go into the banking 
line and foi those, who have alieady entered the line and who 
wish in their spare time to improve then Imowledge 

410 The absence of such facilities in India in the past has led to 
a vogue amongst voung men seeking a career to take examinations 
of alien institutions like the London Chamber of Commerce, the 
Institute of Secretaries, the Bankers Institute, London, etc The 
ciaze for a certificate oi a degree of a foreign institution without 
leaving this country, has gone veiv fai in many places and is 
causing a consideiable drain of effoit and of lesouices on the pait 
of young people and then guaidians, vho are actuated with the 
best intentions, but who aie not fully awaie of the cumulative 
effect of then action 

Wheie there is a demand the supply is already created bv 
commercial institutes of all kinds piepaimg boys for these foreign 
examinations Better organization in India and a sense of national 
self-respect has now cieated commercial courses at various universi- 
ties, and the Indian Institute of Bankers examination as welT 
as the examination of the Indian Chamber of Commeice Govern 
inent, also in Bombay, have instituted examinations for commeiciall 
certificate It is possible that there is much duplication and waste 
Consolidation is theiefore needed at home, but what is further 
needed, is the elimination of the examinations of these foieign 
institutions, which make a serious call on the mind, as well as 
the piuse of a good many young men I vould lecoinmend the 
universities and the Chambers of Commerce as well as the Indiam, 
Institute of Bankers, to put then heads togethei to consolidate, 
uheie there is duplication in the local examinations and to dis- 
courage their staff from going in for foreign examinations After 
all, the lead in this mattei lies in the hands of the employei, asi 
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jeally all tlie effoit of tlie young men is to lead un to a stage, urliere 
ilie employer is pleased 'a'l'tli tlieir qualifications or •with, their work 
So long as the emplovei happens to he a foreigner, so long as 
the laigest numhei of employments happen to he controlled hy 
'foreigneis in this countiy in the field of hanlang, whatevei the 
Indian public opinion may have to say, the position cannot be 
expected to be improved "The foieign examinations with foreign 
standards aie not merely stale and secondhand Thej- involve a 
homage to alien standard, which is not necessaiy. vhen suitable 
institutions aie set up in this country abeady They involve a 
humiliation, which could not be lielpful in eliciting good work 
out of the employee 

411 I am opposed to the giant of scholarship by Government to 
men, who go out of India, for what is called “ higher studies ”, 
in bankmg abroad In explaining the ground, why I am opposing 
this, I wish to state that the amount of Indian money spent in 
sending out people abroad for studies in various directions is very 
large and is determined at present by the individual whim and 
caprice, instead of in the best inteiest of the communitv Xor are 
the best men sought out from the point of view of the nation 
Collectively, the amount spent is so great, that it ought to be 
possible by cuitailing that amount, to set up institutions m this 
coun'try equally good, institutions, which would give the benefit 
to perhaps twenty oy thirty times as many men as are catered for 
at piesent on the expensive piogramme of foreign studies abroad 

It is desirable to bieak do-ym the idea that better and higher 
studies are to be had in a foreign country It is furthei desirable 
that public funds, which may be wanted for many other useful 
purposes, should not be wasted in sending a stray indiyidual out- 
side, particularly if there is no guarantee, that on his return this 
individual will be in a position to utilise the Iniowledge gained 
by him to hjs own adyantage as well as to the advantage of the 
community The recommendation that Government and banks 
should institute scholai ships can only apply to Indian banks, as, 
apait fiom the foreign banks being unapproachable by Indian 
opinion and, therefore, indiffeient to its dictates, they have no 
need of sending out an Indian all the way from here and getting 
him prepared, when they can pick up one of their o'un land from 
abioad With legard to Indian ]oint stock banks if their assistants 
go abroad, even if they do not work there, there are certain advant- 
ages of foieign travel, which expand the mind and malre them much 
moie capable of realising then duties than tliev would otherwise 
be But, beyond that, all expenditure must be iustified They 
are not likely to spend it, unless the directors saw some distinct 
,gain to the bank, and as I am lecommending in other parts of 
this Eeport several more desirable forms, in which Government 
should encourage Indian 30 int stock banks, I do not recommend 
that Goveinment should spend any funds on sending out young 
men abroad to learn banking 

O 
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We liave examined facilities at tlie Sydenham College of Com- 
merce, Bombay, for theoretical training m banking, general 
economics, accounts, mercantile .law, etc , which would prove of 
very great value to those boys, who have a chance of gomg in the 
seivice of a bank The knowledge acquired by them in this manner, 
added to the practical tiainmg, would, in the case of some of them, 
if they had it in them, open the path for reaching the highest posi- 
tions The introduction of commerce degrees and the establishment 
of institutions for commeicial training has been a live topic at the 
•centres of several universities and some progress has been made If 
middle class boys must have a degree and must spend four years at a 
college, there is not the slightest doubt that, those of them, who ex- 
pect to be absorbed in general employment not merely in banks, but 
in joint stoclc companies, would be better advised to have a com- 
mercial degree than an ordinary arts or science degree, but too 
great a stress must not be laid on what a college can impart A 
banker may not emerge from a college like a doctor or an engineer 
There will be people, who would doubt whether even a college for 
professional training could, or, as a matter of fact does, give all 
that would be called foi in piactical life Willingness to seive 
well IS assisted by the ability to understand one’s function, when 
a man possesses a sound working knowledge about a bank and its 
1 elation with its clients The superior staff, whether in a bank or 
elsewhere, emerges out of those, who have the willingness to serve, 
who have not merely the ambition, but the readiness to do hard 
work, to gain the confidence of the superiors and to keep them- 
selves at all times fully qualified for selection to a higher post, 
when oppoitunity occuis Emphasis is needed, because, prepara- 
tion in a college, while it may be helpful, is not indispensable 
Speaking gen ei ally neither in India nor anyivhere else have men, 
trained in the field of banking in a college, risen to the top, or 
risen quicker than others 

412 As already indicated, the foreign banker, who looms large 
on the horizon in India, can in very few cases claim any special 
education It is reliability, lor which the superiors in a bank 
look, when they engage young recruits It would appear that 
the Board of the Imperial Bank found it difficult to secure fiom 
several thousand applications a sufficient number, who could be 
trained lip to take charge of branches as fast as they coulrl be 
•created ’t The difficulty is paitly social and partly economic. 
In other countries young men enter banks on the personal recom- 
mendation of parties Jmown to the management or the bank 
directorate The reliability part is satisfied both from the ante- 
cedents of the person as well as from the social standing, in which 
the family of the candidate is held With the growth of Indian 
banks and of Indian diiectois, so many men of sound education 
would come on the scene, that the problem would be of selecting 


* Vide statement on page 406 

Vide footnote on page 123 Speech of the Chairman of the Imperial Bank 
of Inrha, Bengal Circle, in August 1921 
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fiom amongst them and of rejecting The economic difdcnlty is 
paitly from the fact that candidates foi hank employment are 
ahead}’’ maiiied and expect an initial salary to support then 
family in a certain standard It is not always that hanks can 
pay hoys, who ha-ve never done any work hefoie, and who aie 
unused to even the routine of commercial husiness, an initial salary 
on this hasis That the initial salary given to a new English 
assistant in a hank is altogether heyond the Indian standard, has 
been noticed not merely fiom the point of view of Indian recruits 
There is no cure for this situation, until Indian hanks increase in 
number and fix leasonahle standards, havmg regard to all these 
considerations Every nell-oiganized hank is anxious to have a 
proper stalf and the process of elimination, selection and promotion 
would constantly he going on, by which men, who have shown 
themselves capable, are gradually taken to do more responsible 
work as oppoitunities occur What is wanted in India is a few 
models at the top amongst the hank managers, who would by 
tlieii example silently guide the aspirants What is also required 
IS the “ espiit-de-corps ” at the bottom amongst the staff, who 
would put loyalty to the institution, they are serving in the fore- 
front, and would seek the fulfilment of then ambitions in the 
advancement of the concern Whether it is true or not, that the 
biggest engineers have been thrown up fiom the workshops, it 
may be asserted with confidence that the biggest bank manageis 
have grown in and with their banks 
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CHAPTER XXII 

SUMMARY OF RECOMMENDATIONS 

Tlie association of foieign “ expeits ” in tlie enqiiiiy was an 
nnusual and nnpiecedented piocednre 

The Committee did not leceive full mfoiniation and pioper 
response fiom paities, to wliom questionnaiies weie sent 

The problem befoie the Committee was two-fold, viz , foieign 
control of banking resources, which was gi owing and menacing 
Indian institutions, and the orderly advance of Indian banking- 
including tbe filling up of the gap in internal banking It was- 
impossible to treat this topic without making this distinction at 
every stage. 

There is more than oi dinar y parallel between the problem,, 
which the Mercantile Marine Committee had to examine and 
whicli our Committee had to examine 

It IS impossible to deal with the problem on grounds of pure 
finance Even if banking were regarded as a public utility service, 
regulation would be unavoidable 

A national policy is needed foi building up Indian banking, 
not onlv for releasing this countiy from the dependence on foreign 
institutions, but foi retaining profits and experience in India 
Unless the atmosphere is improved, Indian enteipiise in banking 
cannot prosper. 

On considerations of pure finance many measures, which were 
taken by Government in this countiy, would have been condemned, 
but such considerations alone cannot determine policies, in which 
immediate good is sacrificed for ultimate good and private interests 
are subordinated to larger interests of the community 

In many places cultivation may be regarded as a mode ot 
living for the agiicultuiist lathei than as a business 

The question to ask is, whether the agriculturist has any sui pin'll 
after paving land revenue and expenses of cultivation, including 
his livelihood on his meagre standard 

Such surplus is the basis of land value on the one hand, and 
of the credit of the cultivator on the other hand Where the 
surplus is entirely absorbed in payment of interest charges, the 
motive loi impiovement and larger production is destroyed The 
reduction of interest charges payable by the agriculturist becomes, 
for this reason, a matter of importance to the communitj’ Delays 
in necessarv economic reforms from ob]ections raised bV officials, 
landlords and other vested inteiests should be avoided 

Financial help to the agiicultuiist in any shape or form could 
only bear fruit, when there is an active agiicultuial policy, the 
aim of which is to spread education, improve the general conditions 
and status of the actual cultivator, and relieve him from buidens 
or hardships by suitable changes in law and administration 
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Clianges in law should he lUTariably lu faYour of the actual 
cultivator of the land. 

Restriction on tiansfer of land by the agriculturist reduces his 
credit Everything must be done to strengthen the title to the 
land, which a man cultivates, so as to improve his sense of property 
and to give him motive for larger exertion and production, and 
improve his borrowing power. 

The question of tenures should be examined by the Minister 
of Agricultuie in each province forthwith and improvement 
effected, starting from the class, which has the smallest rights, viz , 
the tenant-at-will 

It IS desiiable that all disabilities of tenants in respect of 
-transfeis should be done away with. 

The figuie of rural indebtedness in British India has been 
estimated by the Provincial Committees at Rs 876 crores The 
Provincial Committees themselves have expressed doubts as to 
the reliability of the lesults secured and the figure appears to be 
-understated 

If ascertained, the figuie would be useful not merely to show 
-the amount engaged by moneylenders in this, but what additional 
amounts may be necessary to bring down the rate of interest 

It was not possible to say, from facts gathered, whether in- 
•debtedness was increasing or diminishing Theie is reason to 
believe that the man, who actually cultivates, is in a worse position 
now than he was The general deterioration in the condition of 
the agriculturist would also affect those, who are his bankers 

The burden on the cultivatoi is in respect of levenue, or rent 
wheie he has to pay it, and interest charges Where the debt has 
been of long-standing, interest payment approximates to rent The 
lelative position of the vaiious demands of the cultivator, which 
have to come out first from his produce, raises the general question 
cof distribution 

All measuies lecommended by the Provincial Committees cal- 
ciliated to i educe or limit the enhancement of what is payable by 
the cultivator to the state, to the landlord and intermediary, and 
-to the moneylender, should be closely examined 

Measures for the reduction of interest would not impiove the 
condition of the cultivator^ if he is exposed to enhancement in other 
^directions 

Ejection for non-payment of lent, or undei a decree by a 
moneylender, has the same economic consequences on the cultivator 
Since ejectment involves economic distress and a change of status 
-measures must be taken to improve the lot of those, who are 
rendered landless 

The position of the Mahajan as universal financier in India for 
"the agiicultuiists is brought out by the Provincial Committees. 
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Public opinion in India bas been in favour of measures for 
making available for tlie agricultuiist long-term accommodation 
at a leasonable late and on a reasonable secuiity 

Tbe ivarning given by tlie Royal Commission on Agiiculture 
against easy ciedit being a blessing to tbe rural population, should 
not be exaggeiated, but should be interpieted as a necessary caution 
in measuies, wbicb may be devised 

Tbe object of state policy should be to extract tbe cultivator 
from tbe moiass of heavy interest rates, semi-siaveiy and helpless- 
ness, and lead him to a position of solvencv and freedom from debt 

So long as tbe cultivator is left fiee to borrow fiom outside 
t-ouices, tbe utteiance of superlative caution against facile ciedit, 
even when tbe sources are organized at tbe top and work under 
carefully devised lules and peiiodical accoimts and examination, 
causes confusion and is not helpful 

Tbe idea that tbe cultivatoi would boiiow much more at cheaper 
lates, than be is doing nov, cannot be supported Eacilitj’- for 
borrowing and elasticity in methods could not be greater than those 
of tbe monejdendei, where tbeie is suitable security or certainty 
of lecoveiy 

Heavj’^ overload of interest is undermining tbe independence of 
many agiiculturists and measuies are necessary to stop this 

Tbe numbei of agncultmists, who are free fiom debt, should 
be increased and as many of them should be put on the path towards 
such freedom as possible 

The supply of capital in agiicultural distiicts is inadequate 
Inadequacy is demonstiated by the rates, which are cbaiged for 
loans The Agiicultuial Loans and Land Improvements Acts, 
while indicating Government’s recognition of tbe obligation 
towards the agriculturists and doing good to those, who come 
under their operation, aie not calculated to cover the field or 
obviate tbe need foi new measuies 

Credit lequiiements for sboit-peiiod, as estimated by tbe 
various Committees, appear to be under-stated Supplies both 
from Government and from co-operative movement, are a very 
small fraction compared to supplies of capital fiom the Mahajan 
"What IS available from all tbe three sources, is also inadequate 

The co-opeiative movement can never replace the moneylender 
in general, and the agriculturist moneylender in particular Steps 
should be taken to bring down money rates all along tbe line This 
will affect all contracts, including those between the agriculturist 
moneylendei and bis client 

ISTone of tbe existing agencies possess all the ingredients re- 
quired foi developing a successful system of long-term credit 

There is no special object in land mortgage credit being made 
available only thiougb the co-operative movement 

Funds for mortgage credit should be laised by debentures, but 
it would not be easy for private enterprise to do so, unaided 
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It IS recommended tliat guarantee by Government should be 
given with regard to piincipal and interest, but the iisk of loss to 
public funds would have to be reduced to a minimum Therefore, 
the guarantee of piincipal and interest on debentures of small land 
mortgage banks by Government is not lecommended 

Special land mortgage banks would be justified, if the turnovei 
was sufficient to enable suitable staff being engaged, but there is 
no adequate reason, why the work could not be entiusted to co- 
operative central banks and to blanches of commercial banks 

Guaiantois are not likely to come foiward, unless they have 
full confidence in the institution, thiough which land mortgage 
funds aie lent out 

The funds raised by the credit of the state should be passed 
to the piimary producer under definite rules and thiough the inter- 
mediation of laige and reliable institutions 

In Older to work the scheme on a sufficientlv large scale and to 
safeguard the inteiests of Government, who guarantee debentures, 
a land mortgage department would have to be instituted in con- 
nection with the Reserve Bank to do the following — 

(1) To appraise the leqiiiremeiits and to put foiiiaid at a 

time suitable land-mortgage bonds, guaianteed bj’’ 
Government as to interest and principal ' 

(2) To make aiiangements at all intermediate peiiods foi the 

sale of these bonds to the public and to provide foi 
purchase by the investor on instalments on a suitable 
basis 

(3) To distribute the amounts raised equitably between the 

various provinces, having legaid to then needs and 
also to the extent, to which guarantors are forthcoming 
in each province 

(4) To administer a sinking fund and other charges and' to 

distribute the interest on land mortgage bonds 

(5) To deal with all agents, whether co-operative banks or 

commercial banks, thiough whom the scheme is to work, 

(6) To make fundamental rules for the admmistration of the 

scheme and to see that these lules are carried out by 
the agents 

The Reserve Bank would also be able to place land mortgage 
debentures guaianteed by Government, on foreign markets 

If a land mortgage department is created with the Reserve 
Bank there is no need for an apex land mortgage bank in each 
province 

Yaluation of land would have to be secured by special officers 
and, according, td conditions, a margin of 40 to 60 per cent would 
be kept 
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The Reserve Bank should covei itself for the expenses, and 
its rules should allow the intermediate banlc also to do so 

As funds would not he unlimited, the benefit should go in the 
first instance to cultivators, whose old debts could be substantially 
reduced by cash repayment, and who would have the capacit}’ to 
repay the new loans 

Collection of equated instalments with the land levenue should be 
facilitated 

It IS not desiiable, that funds laised by Government guarantee 
should be lent out by land mortgage, or othei banks, directly to 
the boiiowei The co-operation of local hlaha 3 ans should be 
secured by creating a class of guaiantois 

The aim should be not to supplant the local moneylender, but 
to use him as a basis for raising the ciedit structure, and to secure 
foi the smooth woiking of the scheme his local knojvledge and 
co-operation 

The guarantor would be called upon t put a fixed deposit, 
which would be returnable to him only after the loans guaranteed 
by him have been recovered The guarantor will approve the 
party and the amount of loan The transaction would be direct 
between the bank and the borrower, but the guarantor would 
undertake to indemnify the bank against any loss in connection 
with the loan 

The mtermediate bank would lend out, in the first instance, 
five times as much as the guarantor’s deposits The guarantor 
should make from 1 to 1|- pei cent on each loan, which would 
give him thus on his own money a return of from 11 to 13 per cent 

As the legal position would be considerably cleared, and the 
cost and delay in connection with the process of recovery would 
be very much reduced, he may be reconciled to some reduction on 
what he is making now, provided bis status in the district and 
amongst his fellowmen is thus maintained The aim should be 
to harness him in the service of the communit 5 ’ 

It is a composite scheme aiming to secure cheaper and larger 
credit to the actual cultivator, enabling conversion of old debts to 
a lower rate and allowing of the risk being reduced to a minimum 
thiough the guarantee of the local raonejdendeis. 

The benefit of the scheme can only accrue, where the actual 
cultivator has a clear right and title in the land 

Restrictions on transfer of land purporting to be in the interests 
of the agriculturist, are objectionable in principle, as they obstruct 
the free mobility of capital assets, which in its turn prevents the 
free mobilitv of money capital 

The position in Bengal with reference to parties between the 
state and the actual cultivator, and vith refeience to intermediate 
capitalisation, should be examined 

Besides the ascertained value of land behind the loan given, 
there will be the assurance of the guarantor and the cash margin. 
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deposited by biin Sucb conditions alone will secure money being' 
raised on tbe cheapest basis, z e , on the highest credit of the state 
On this basis alone can the pioblem of rural indebtedness be tackled 
on a large scale 

Existing land mortgage banks are inadequate and unsatis- 
factory 

Increase in the volume of credit must be laige enough to make 
an impression on prevailing rates of interest Economic action in 
the district on this basis would react on all money contracts, if it 
is undertaken in earnest 

There is need for orderly marketing The financial weakness of 
the cultivator compels him often to sell at a disadvantage, either by 
prior arrangements, or by having the sale through certain parties, 
who may be his creditors, or at a time when everybody else is 
selling 

The penetration of wholesale firms in the interior supported by' 
cash credits from banks, has weakened the local trader and has 
harmed the cultivator Forces of competition among buyers aie* 
not as strong as they should be at many places 

The benefit of every improvement by larger production may be 
lost to the agriculturist through his inability to secure the full 
price. The need in India is to organize markets with reference 
to the convenience of sellers, who aie many, and who are in a 
weak position 

The establishment of markets in the interior would require- 
administrative machinery for preliminary survey and subsequentr 
regulation. 

There will be no justification for interfering with the field of 
marketing as it is at present, or for incurring expenditure from 
public funds, unless the aim of Government in effecting refoims was- 
clearly defined 

An economic survey, marketing officers, licensing boards, 
licensed warehouses, financial aid to such warehouses, and arrange- 
ments for grading and for pooling, collectively constitute a pro- 
gramme too ambitious and costly for this country 

t 

Standardisation of weights and measures should be under- 
taken It is desirable to effect only one change on the all-India 
basis by caieful pievious preparation, dissemination of the neces- 
saiy information, and punishment to delinquents thereafter 

The cultivator should be assisted in all his difficulties, such as, 
receiving better price foi better material 

The piospects of the success of the co-opeiative sales societies are 
not bright Even if reliable and competent managers were a\ail- 
able, the power of the co-operative sales societies to withstand the- 
agents of the large buying firms assisted by cash credit from the 
centre, will not be greater than that of the small trader, who has- 
receded from the attack 
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Warehouses m the inteiioi aie necessary and would be helpful, 
•even if they assisted the local tiadei, if not the piiniary pioducei, 
but they can only come in existence, where the commodity can 
beai all chaiges in connection with them 

The whole question of the working of warehouses, uhich must 
cover the costs and seciiie actual profit, would lequiie to be 
expeiiniented upon Advancing faiids by the siato cannot be 
justified, except in an expeiimental and pioneei stage 

It is not the business of lailwajs to engage public fimds in 
setting up warehouses 

Expenditure on grading by ofliceis of the licensing boaid vould 
not be justified, except ulieie it is an expeiimeiit to establish a 
model 

Effective pooling uould enormously inciease the power of the 
seller, but the establishment of the pool in India on tlie voluntary 
basis IS not expected The initiative would have to come from the 
top It would be an expeiinient in socialism, the success of which 
wul depend on many factors 

If a pool ueie concerned, not merely vitli selling, but also the 
quantity produced and the aiea engaged in such production, jiife, 
which IS India’s monopoly, offers the veiy best field foi the 
experiment 

Large sums aie being spent by the state for advancement, and 
legulation of, the co-opeiative movement , , 

Only a small fringe of the luial population have come vitliin 
the scope of the co-opeiative movement, which cannot be expected, 
within the next ten years, to embiace even half the ruial popula- 
tion Other iiieasuies for the benefit of those, who are outside xlie 
movement, aie, theiefore, imperative 

Acceptance of, and adherence to, the principle of unlimited liabi- 
lity bv the cultivators, generally, must weaken as education spreads 

Public opinion amongst the members of the co-operative move- 
ment has not proved strong enough to enforce the principle of coi;- 
poiate lesponsibility and piompt payment, even of the interest on 
the loans outstanding 

The co-operative movement would appear to be supplementing 
the finance provided to the rural districts by the moneylender, 
rathei than supplanting him 

Under existing rules, all requirements of members are not met, 
leaving, as in the Punjab, 40 to 60 per cent of them in debt to the 
moneylender 

Peiiodical valuations of the assets of the primary societies, 
provided in the rules, does not appear to be done 

If confidence of those, from whom finance is being received, is 
weakened, the progress of the movement would be slow 

Direct assistance by Government to a small extent and indiiect 
support in the concessions to the movement, have created the feeling. 
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that the moial authority of Goveiumeut is behind the deposits of the 
co-op eiative banks 

The amount of finance in the hands of the co-operative banks ak 
piesent seems to be moie than adequate foi then needs, but, for 
the next stage of piogress, the maintenance of public confidence 
and of the confidence of the Impel lal Bank and depositors is impoit- 
ant 

The movement is fundamentally a means of seeming fiom the 
centie of the money maiket and fioni those, who have savings, 
cheap finance and making it available foi the luial districts 

Compulsoiy puichase of shares and compulsory deposits from 
bon owing members do not represent real thrift 

Eacilities for fixed deposits and for current deposits to members 
and non-membeis are not uniform and are not always available at 
all co-operative institutions To this extent, they do not fulfil the 
requiiements of the public as a nucleus of thrift machinery 

The co-opeiative movement has not supplanted the moneylender 
Debts to the Mahajan are in some cases, gi eater than the debts to 
the society 

Indian joint stock banks are jealous of the concessions enjoyed 
by the co-opiative banks Exchange banks take call money, biit do' 
not always give call money to the co-opeiative banks 

The Imperial Bank’s decision to cm tail facilities given to the 
co-operative movement, when there has been neither loss nor default 
IS not justified, because the co-opeiative banlcs do not use the cash 
credit facilities given, but merely derive support from them in case 
of need 

Co-opeiative paper, having been recognised as suitable for the 
Reserve Bank, the withholding on the part of the Imperial Bank 
of such facilities against the fio note of A class societies endorsed 
by the Provincial Bank is undulv restrictive 

Absence of such facilities and unduly conservative rules with 
regaid to liquidity, have compelled co-operative banks to take 
money from the public by way of deposits and put large amounts in 
Government securities, instead of making them available to agri- 
culture The rules for liquidity requirements and for investments 
need revision 

It would be desirable to establish a separate department of the 
Reserve Bank to deal vith the co-opeiative movement, to keep the 
' necessary information and to meet their requirements There will 
be an official in such department to watch the movement and point 
out its weakness from the economic and strictly banking point of 
view 

Eoi the piotection of the weak against the stiong and to safe- 
guard ^he interests of the agriculturist, who is in debt, a simple 
Rural Insolvency Act should be enacted in provinces and better 
known 
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Better utilisation of the Usuiious Loans Act and an enactment 
siiStlar to the Punjab Eegulation of Accounts Act in other pio- 
vinces aie recommended 

Registration of Mahajans and Sowkars in every district should 
,be optional, but inducement foi registiation should be given by 
ceitain concessions 

It IS not possible to hope foi the emergence of joint stock enter- 
prise by the transfoimation of private bankers, unless the atmos- 
pheie foi joint stock banking is considerably improved 

hTo measures are recommended for the small moneylender, who 
would adjust himself to the new situation, oi piofit fiom the 
improvement of general ciedit conditions in the districts 

Compulsory registiation is recommended for the moneylender of 
the Pathan type 

The jiiivate bankei is fighting a losing battle against new condi- 
tions, which he cannot withstand 

The classification of commeicial banlcing, industiial banking, 
and banking for the financing of foreign trade, is faultj^ 

The banking futuie of India will depend largelv on the emer- 
gence of local joint stock banks of the sraallei si/e 

The use of Government funds has been a source of strength to 
ceitain Indian joint stock banks, but in British India help from 
-such funds has been confined to the Imperial Bank alone 

The cash position of the Indian joint stock banks, stated as a 
whole, cannot be consideied unsound 

Banking facilities in India must be considered inadequate in 
vieu of the fact, that theie aie 659 branches in India against 
13,100 in the United Kingdom, one foi eiery 440,000 persons in 
India as against one for every 3,500 persons in the United Kingdom 

The causes preventing the growth of banks in India are to be 
found in smallei use of cheques and less acquaintance with credit 
instruments generally, hoarding, and dii ect deposits by parties with 
films, and companies There is also the deterrent effect of failures, 
out foreign critics are pione to exaggerate the instability of Indian 
banking and the danger to depositors in Indian banks Unfami- 
liaiity with joint stock organisation is also an obstacle The atti- 
tude of Government and public authorities has not always been 
sympathetic and helpful towaids Indian banks The gioudh of 
foreign institutions in the country has ciicuniscnbed the growth for 
'Indian banks, and their competition has been gi owing The limited 
amount of trade in Indian hands and the setback leceived by Indian 
traders of late, limits the clientele, whicli Indian banks can leach 
Indian firms and persons do not always give preference to Indian 
institutions and sometimes thev are precluded from doing so, when 
they would like to patronise Indian joint stock banks 

There is no dearth of capital in India for the next stage of ad- 
-vance, and if measures for the encouragement of joint stock bank- 
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iiig were adopted, it will not be unreasonable to expect, that at 
least a dozen neu banks on a large scale would come into existence 

The co-opeiation of local nionej* and local publicmen could be 
< 5 ecuied,>if sniallei local banks are started tMtb tbe guidance of tbe 
larger banks Banking growth in other countiies in the world came 
tiom the establishment of small local institutions and could be 
more readily seemed on those lines in India, than merely by the 
encoui agent ent of tbe laigei pint stock banks 

The standard set b}* the Imperial Bank with regard to the costs 
of branch banking does not give a wholesome model for expansion 
of banlang m India There aie places in India, where a branch 
of a pint stock bank is wanted but there is no machineiv at present 
for lufoimuig joint stock banks or inducing them to open such 
blanches 

The pioblem of liquidity would be assisted by the larger use of 
l)ills and the cash position of the banks, generally would be 
materially assisted by the establishment of the Eeseive Bank, which 
would help them with cash in cu'je of need, not merely on Govein- 
ment securities but on eyeiy foim of recognised banking security 

The maxim, that banks taking shoit-teim deposits, should not 
lend out at all, howeyei sound the security may be, for more than 
SIX moiifhs 01 one year, is a counsel of perfection, the literal appli- 
cation of which would restrict banking service in India l^igil- 
ance bv an individual baiihei is necessaij’-, but the banking system 
ns 1 whole cannot recall all advances made to trade and industry 
in any country It is the liusiness of the banks to make then 
advances on ':ound lines and in a properly organised banking 
"V^teni, banks can expect to be helped by the Eeserve Bank against 
am abnonnal, sudden, oi emeigent demand for cash 

The need for excessive cash bv individual banks adds to the 
cost of banking, which the community have to pay 

Indian joint slock banks enjov in India no privilege of any kind 
A. definite policj* should be enunciated by the state declaring it to 
be an important purpose and public object to encourage the giowdh 
of Indian joint stock banks The precedent for such policr* exists 
in the encoui agement of the co-opeiative movement bv the state 
and the application of such policy in the case of Indian joint stock 
banks is not less nupoitant 

Intel feience with joint slock banking and the imposition of 
additional regulations would not be justified without definite en- 
fouiagement The encoui agement should take the form of same 
pinileges which the co-operative hanks enjov at present, same faci- 
lities foi opening branches, as the Impeiial Bank, rediscount facili- 
ties with the Eeseive Bank and a special lediscount rate, whenever 
the Eeseive Bank finds it convenient, facilities for advance against 
fio note<t and snitahle collateral from the Eeseive Bank Theie 
should further he encoui agement to amalgamation of smaller banks 
h-^ the exemption of super -tax foi the fiist five years of the existence 
of the new company 

MINOHITV JlDrOUT P 



The field of iuteiior hanking outside the poii limits should ho 
reseived to Indian joint stock hanks Eveij’- Indian-hoin peison 
and eveiy company legisteied in India should he piohihited fiom 
placing any moneys on deposit, except -n-ith an Indian joint stock 
bank 

The outlook foi Indian joint stock hanks should he improved 
Expansion could only come aftei existing hanks aie enabled to earn 
laigei profits The grovtli of Indian joint stock hanking, after the 
concessions lecommended aie given, may come fiom the private 
hankeis, individually oi in combination, legisteiing themselves, 
fiom the amalgamation and stiengthenmg of small hanks, 'nidhis ’ 
and loan offices Expansion may also come by the opening of moie 
branches by the existing banks through the use of interest-free- 
funds 

The question of the co-opeiative cential hanks engaging in 
geueial hanking business, hoivevei lestiicted it may be, deseives a 
close examination The piohihition to co-opeiative institutions of 
dealing in hundis and geneial remittance is a retiograde step- 
Wheie the staff is suitable, in each province, in some districts, the 
cential hanks should he alloived and encouiaged to engage as an 
expeiiment in oidinaiy hanking business, •within definite instruc- 
toins and limits 

The designation ‘exchange hanks’ deined fiom ‘eastern ex- 
change hanks ’ in the London mone-j market, is misleading in India, 
because these hanks do eiery othei class of business The proper 
classification would he foieign hanks in contiast with Indian 
hanks 

The menace to hanking piogiess in India of tlie foieign hanks, 
who have consolidated then position, cannot he realised without 
then Instoiical position being examined 

The foieign hanks started oiigmally with model ate capital 
Several of them disappeared from the field, after they initiated 
business m India 

Existing statistical information published about the ‘ exchange 
hanks is meagie and, misleading 

The increase in the number of ‘ exchange ’ hanks in recent yeais 
and in then operations in the inteiioi, denotes the profitableness of 
the field of Indian hanking for them 

In recent years greater links with foieign money centi’es have 
been established, two of the ‘ Big Eive ’ in London having acquired 
interests in India ISTon-Biitish foreign interests have also consoli- 
dated their position 

The share of Indians in India’s foreign trade is small and is 
estimated at 15 pei cent by the Indian Ohamher of Commerce, 
Calcutta This estimate is not modified in anv way by the per- 
centage figure put forward by the ‘ exchange ’ hanks ‘ Then object 
in lumping the figures for all hanks and in expressing them in per- 
centage, could not he in the interests of India 
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The progiess of foreign banking is parallel -with the progress of 
foreign tiade in foieign bands, and the t'^o piobleiiis ■would bawe to 
be tackled economically at tbe same time, in ordei to letain in 
Jndia botb banking profits and trading profits 

Tbe foreign tiade of India is also tbe foreign trade of otbei 
scountiies, as imports of India become exports tbeie, and exports 
tbeie become imports to India There is no justification, tbeiefore, 
for tbe alleged obligation to finance it from Indian resouices alone 

Tbe legitimate financing of foreign trade is dealing in bills 
from tbe moment, -when shipping documents emanate at an Indian 
port, in tbe case of exports, and up to tbe moment, -nben tbe goods 
on arrival here are cleared, in tbe case of imports 

Penetration inland to collect tbe produce of tbe country, or to 
dispose of imported goods, is tbe invasion of internal trade, and 
all banking in connection therewith is internal banking, in ■which 
tbe entry of foreign banks cannot but be harmful to India 

Tbe credit cycle in India cannot be established, because of tbe 
"wedge, which tbe foreigners have put in, botb in tiade and in bank- 
ing 

Tbe statements of tbeii working in India supplied by tbe foreign 
banks, were unsatisfactory owing to lack of detail and tbe indetei- 
minate character of tbe headings, and tbe fact that tbe figures were 
for a single date, probably specially prepared for the Banking 
Committee 

bTo conclusion could be drawn on tbe strength of such imper- 
fect statistics as to, whether normally any funds are imported by 
tbe ‘ exchange ’ banks from London, and vbetbei cheap funds col- 
lected in India are not used abroad. 

Since it was not known in what sense tbe word ‘ Indian ’ was 
used in the statements supplied, no useful inference could be diawn, 
but, on then own showing, tbe prohibition of deposits by Indians in 
foreign banks would only deprive tbe non-Biitisb foreign banks of 
n negligible part of their working capital and tbe British foreign 
banks of something near five per cent 

Opposition by foreign banks to tbe proposals would, therefore, 
be the result of jealousy of Indian institutions, whom such a 
measure is expected to assist, and not any seiious interference with 
their own business 

The cash held by foreign banks in this country against tlieir 
liabilit’es has been so much reduced in recent yeais, as to raise tbe 
question, whether these banks do not constitute an element of weak- 
ness to tbe Indian money market 

Tiie idea, that foreign banks in India are financing foreign 
•trade only, is a fiction Tbe largest bulk of their operations is in 
tbe finance of internal trade 

Statements of tbe operations of tbe branches of foreign banks 
in tbe interior, which were asked for by me, were not supplied. 
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Fioni tlxe statement of tlie Chau man of the Meicantile Bank of 
India, it would appeal that the more sxahstantial profits of the 
foieign banks aiose fiom local business 

‘ Exchange ’ banks had a gieat shaie in shaping opinion on 
matteis affectmg tiade and finance, both here and in London The 
expiession of such opinion wa" thiough Biitish Chambers of Coin- 
meice, iiliirh iieie geneially hostile to, and intoloiant of Indian 
eftoits and Indian aspiiatioiis Essential financial leforms -ueie 
obsti noted by them Thev acted self! shh and took everx advantage 
of the political and economic situation in this countiv and the em- 
baiiassment of Goveinment, to secuie then own ends 

The " exchange ” banks had the hold on the minds of officials 
in India and in England, and Indian progress was at everj- stage 
blocked by them 

There is an open dooi in banking in India and any foieign in- 
stitution could establish itself without let or hindrance, or without 
any legal obligations 

Foreign banks are foreign in character in their shareholding 
and in their diiectoiate Theie is no liability foi audit of then 
accounts Tlieii activities and affaiis in this countn lemain an 
absolutely closed book to the public and to the Governmeiit of the- 
country It is desiiable tliat the Standing Finance Committee 
should call for paiticulais from the Boaid of Revenue in oidei to 
see whether adequate income-tax is paid by foieign banks 

Foieign banks hold a monopoly of foreign exchange business and 
a strong position in internal banking, vliich thev propose to hold 
on to, by obstiucting all lefoims 

Complaints pointing to distinct liostili+y of foreign banks to- 
wards Indian peisons, Indian companie': and Indian institutions 
geneially, have been heard in the past and were repeated befoie our 
Committee by lesponsible lepiesentatives of Indian commeice In 
spite of denial of prejudice and of disci iinination against Indian 
inteiests and dispaiagement of Indian effort, it vas olnioiis that 
the complaints against them veie well-founded 

A feivent appeal by Sii Pui'shotamclas Thakurdas foi establish- 
ing a basis of goodwill before the Comniitfee’s work vas over, was 
barien of lesults 

Lack of co-opeiation between Indian and foieign banks was 
noticeable Tlieie was no feeling of comradeship between tliem and 
difficulties arose in tlie matter of call money and admission to the 
dealing house In regaid to the lecognition of Indian insurance 
and shipping companies and in other directions, the foreign banks 
have shown themselves exclusive and intoleiant 

By woiking in an Association, the foreign banks have chosen 
to act deliberately in an atmosphere of mystery, isolation and iires- 
ponsibility Some of the rules of their Association arc calculated 
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to keep oxit tlie business of Indian banks and Indian Tobbexs in 
exchange 

The Committee conld not examine wbetlier tlie obligatoiy chaiges 
levied under the other rules and payable by the clientele weie 
excessive or reasonable. 

The absence of any public authority charged mth safeguarding 
public interests has piecluded the examination of these rules as to 
whether they are legitimate, or whethei they are in restraint of 
tiade and against public interests 

It IS necessarv to deteiniine whether India is not paying a 
double commission foi moneychanging', both on expoits and on 
imports to the foreign institutions on account of the peculiar oigani- 
y'ation in India of trade and banking 

The rate payable on an import bill is an aibitrary rate of 6 per 
cent flus a charge for remitting the money back to London, and 
on expoit bills, it is based on the prevailing bank rate m India 

The claim, theiefoie, that these banks bung cheap money from 
abroad and make it available to Indian trade is fictitious Eestric- 
tive facility to Indians engaged in trade on the pait of foreign 
banks, render their claim foi doing efficient banking service to 
India hollont' and untenable 

Aftei manv veais’ activities, the leluctance of parties abroad to 
give ciedit to Indians engaged in import and export trade, involves 
a serious reflection on the efficiency of foreign banks, who constitute 
the channel of information about Indian business houses 

Indian exporters’ bills are not readily discounted, and margins 
aie asked for D/A facilities are not always available to Indian 
impoiters on the same basis, as they are available to foreigners 

With the exception of countiies lying between here and China, 
India is the only country, which has both import and export bills 
expressed in a cuiiency other than its own Foreign banks cannot 
be exonerated from the lesponsibilitv foi this situation 

Active steps will have to be taken for the introduction of rupee 
bills in the import trade of this country 

Service ofteied by foreign banks is not cheap 

The question of profits earned by the foreign banlfs in this 
coimtry should be examined to see, how far they are legitimate 
and how fai they are the result of non-comp etitive rates, or mono- 
jiolv 01 exclusive opportunity and privilege The profits, from a 
glance at both reserve and dividend, of the foreign banks are con- 
siderable 

The low rate, at which foreign banks receive deposits, is not 
necessaiilv iiansferied to the clientele in lower charges 

The Committee have not beeii able to ascertain, whethei the 
Controller of Cuiiency is able to secure from foreign banks a com 
petitive rate in the matter of Government remittance, and whether 
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foreign banks, fbiongb agieements or otherwise, do not make a 
profit on this 

European witnesses expressed themselves happy with existing 
conditions and deprecated any changes Indian witnesses expressed 
themselves with a singular unanimity, that the^ present situation 
should be altered 

Public opinion in India has demanded in the past that the 
field of banking should be reseiwed for institutions registered 
in India 

The open door to foreign banks in India should cease and a 
system of licenses should be established The issue of a license 
must be a matter of absolute discretion of the authority, on whom 
the duty is fixed, and its renewal must also be a matter of their 
judgment 

The power of licensing is a part of the soveieign pouer of the 
state and if the Reserve Bank Boaid aie entrusted with this power, 
they would have to take into account, when necessary, “ reasons of 
state,” winch may be divorced from banking and financial considera- 
tions 

It IS essential, that the licensing of foreign banks should be 
instituted forthwith, and, pending the establishment of the Reserve 
Bank, the Standing Finance Committee of the Indian Legislature 
should exercise this power 

It is not desirable that a system of licensing should be instituted 
for Indian banks also The object of licensing foreign banks is to 
protect different classes of Indian public and Indian institutions 
from unsound foreign banks, fiom malpiactices, unfair competition 
anti-social and anti-national activities, which they might indulge 
in 

The terms should be elastic to meet an emeigent situation, or to 
ward off an apprehended danger 

The claim of foreign banks to equality with Indian banks would 
mean the negation of all regulation in their case 

The teims of the license aie to be — 

(1) The licenced bank should not receive deposits in India from 

Indian-boin persons or joint stock companies registered 
in India 

(2) The licensed banlc shall confine its branches to the port 

areas only, and no branch shall be opened in the inteiior 

(3) Controlling interests, directly or indirectly, shall not be 

acouired in Indian institutions in order to defeat the 
above pi o vision, or for any other motive 

(4) The existing branches in the interior should be withdrawn 

'pro rata within five years, and the banks concerned 
should submit foithwith a piogiamme indicating the 
manner and extent to which, they will be withdrawn 
during each of these five years 
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(5) It shall not he open to the licensee to engage in this country, 

in trustee business, rrhich would put Indian funds in 
its hands 

(6) Except the nianagei and one ofhcial m each branch under 

him, the uhole staff shall be Indian 

(7) The licensed bank shall pay full income-tax on its eainings 

in this countiy and disclose all accounts and particulars 
to enable the revenue authorities to frame the demand 

(8) The assets of the licensed bank, in the event of liquidation, 

would be liable to be taken possession of by the ofiB.cial 
Receivei of High Courts in India, and the license is 
issued on the basis, that the licensee agiees that Indian 
creditors u ill lia ve a full prioi right in such assets 

(9) Copies of all statistical returns, reports, papers and balance 

sheets, piepaied in connection with the business of the 
Indian blanches and supplied to their head offices, would 
have to be lodged with the licensing authority in India 

(10) All infoimation in the form, in which it is desired by the 

licensing authority, relating to business done in this 
countiy would have to be given bv the bank The licen- 
sing authority will have absolute discretion, as to which 
of this infoimation shoxiid be published 

(11) The licensing authority will determine whethei, and which, 

branches of the licensee bank will be admitted to the 
dealing house 

(12) The licensing authoiity will also deteiinine whether, and 

which, branch of the licensee bank will be eligible for 
rediscount oi anj* othei facilities fiom the Reserve Bank. 

(13) The licensee bank undertakes that its officials shall not 

paiticipate in any anti-national movement in India, or 
.assist such ihovement with funds, or in any other 
manner 

(14) That it shall not, in combination with other foreign banks 

01 persons, make a ring oi a pool, oi a combination or 
working arrangement without the express pei mission of 
the licensing authority, who will see that such action 
on then pait does not harm Indian interests 

(15) That it shall not combine with other banks, Indian or 

foreign, to make business lules, or impose charges pay- 
able by its Indian clients, which shall not have been 
approved of by the licensing authoiity 

(16) The licensed bank undertakes to confoim to the laws of 

India in all disputes, which may arise between it and 
any Indian-boin person or company registered in this 
country, and that neither the bank nor any of its officials 
will claim any special privilege in coniraxentnn of such 
laws 
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TJxe desire to get in appi entices in foieign banka, or to have 
jdyigQi'j boaids of Indians at tbeii piincipal o&ces in India, is 
a manifestation of tlie spiut of seivility, wliicli ^eeks a suboidinate 
association 'a^itli the foreignei These suggestions are not, tbere- 
foie, lecommended 

Tlie teims should not be mechanical and they should be such as 
^ivould secure healthy and oideied development of Indian banking 
The imposition of lestiiciions foi the sake of imposing them, with- 
out seeking to accomplish a definite economic object, cannot be 
justified 

The piinciple of lecipiocitj' in the mattei of the terms of the 
license would involve a vaiietv of impositions on banks from diffei- 
eut countries, but would let olf the Biitish banks veiv lightly, thus 
involving “ Impel lal Piefeience by the backdooi ” It would cause 
unnecessary nutation, without achieving any object It is the 
menace of Biitish banks w^orking in the iiiteiioi, to the growth of 
Indian banking which has to be checked bv a si stem of licensing 

Licensing must liave a definite aim of national policy and should 
not be a meie foimality 

Theie is no leason to feai that England would letaliate bj 
shutting out the Chetties from vSingapoie, if pioper teims were 
imposed on Biitish banks woilnng in this countiw. 

If the position of foieign banks is left untouched, theie is the 
danger of an extieme leaction, which might bung into existence 
a party advocating a “ bag and baggage ’ polici A moderate 
lestiiction now on that pait of the activity of the foieign banks, 
which IS immediatelv haimful to India w'ould theiefoie, be in 
public interests 

The lestiictions suggested aie as follows — 

(1) It should not be open to foreign banks, oi foieign poisons, 

or syndicates to acquire conti oiling inteiest in any bank- 
ing institution m India 

(2) ISTo foieign bank should take deposits tiom any Indian- 

born pel sons 01 company legisieied in India 

(3) A bank not legisteied in India sliould not be eligible for 

rediscount and .other facilities from the Reserve Bank 

(4) The ofilces of ioi&ign banks should be confined to the 

municipal limits of the pimcipal ports in India 

The bioad piinciple underlying these provisions is that, only 
banks, which are legisteied under the Indian law, and which ni*e 
contiolled bv a majontv of Indian shaieholdeis, should have full 
and unrestiicted piivileges in lespect of banking in India Such 
institutions alone aie entitled to the use of that pait of the savings 
of the people, which become bank deposits Such institutions alone 
should be eligible for help fiom tlie central bank, which wmuld be 
piactxcallv a limb of the otate, and wdiich would have under its 
control the most notable, extensive and coucentiated accumulation 
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of funds belonging to the people in India, ^^z , tlie banking resei^e, 
tbfe euriencj* le'seive and Goveminent balances 

The lesei ration of the field 6f intdfnal banking for Indian banks 
would afiect only nineteen branches of four foreign banks, located 
in eleven places, four of which are not trading centres No public 
inconvenience will be caused as the Imperial Bank, and in some 
cases moie than one Indian joint stock bank, have their branches 
at these places The evasion of this piovision by the registration 
of Indian institutions controlled by foreign banks should be ren- 
dered impossible 

The peril to Indian bankuig from the acquisition of fullfledged 
Indian institutions by foreign interests, is illustrated by the case of 
the Allahabad Bank Five j'^eais’ period should be alloved for the 
con ti oiling interest in the Allahabad Bank to be placed in Indian 
hands 

The proposed terms of license would enable foreign banks to 
operate at ports in then legitimate function of financing foreign 
tiade without any let oi hindrance 

Taking away Indian deposits from them might induce them to 
bring cheaper money from their country, which will enrich the 
Indian money market It would be the test of England’s boast 
regarding financial internationalism and the free use of the savings 
of English depositors abroad in institutions, which finance her own 
foreign trade as well as the foreign trade of India 

The effect of the terms of license, as proposed, would be to 
restrict slightly the field of piofits for foreign banks and to expand 
li slightly for Indian banks It will ward off the invasion of 
internal banking brought about by the increased number of foreign 
banks 

Savings are meagie in India and that portion of the savings, 
which become bank deposits, is limited 

On such savings of Indians Indian institutions, Indian trade 
and Indian industry have an absolutely prior claim 

Every country in the world has devised regulation of the acti- 
vities of foieign banks to suit its requirements New countries, 
like the United States of America, whose banking organization was 
built on model lines latei, keep a predominant share in banking in 

then own hands Tak”'r' .-•“ rl-j American mqnev by foreign 

banks is absolutely p ' < '■ financial centres as New 

York Canada, South Africa and Austialia, in the Empire , have 
felt lesentment at the dominance m their country of institutions 
controlled from London and have taken various steps against such 
domination 

The apprehension, that prohibition of Indian deposits m foreign 
banks would create a money trust in the hands of the Imperial 
Bank of India is not justified 

The suggestion, that foreign banks act as a medium for the 
export of Indian capital seemed by them from cheap deposits in 
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India, lias not been denied, but the justification oftered, tliat there 
should be tiee mobility of capital cannot be upheld In view of the 
acknowledged shortage of facilities to Indian trade and industries 
India must build up hei national finance fiist, befoie indulging 
in Intel national finance 

The expoit of capital at the hands of foieign banks and of trad- 
ing and banking piofits, thiough the use of the Indian money, 
enriches the economic like of countiies othei than India 

The right of the depositor to place his money anywhere he likes, 
cannot be pleaded against leasonable regulation by the state, since 
the entile foundation of law and taxation in every country involves 
the limitations of private ownership and of the rights arising from 
such ownership 

The suggestion, that piohibition of Indian deposits with foreign 
banks would lendei the position of the depositors unsafe, is mis- 
chievous and unsound There is no gioWnd foi assuming that 
Indian depositois generally believe their monej’^ to be safer with 
foreign banks than uitli Indian banks The lover lates charged 
by foieign banks do not offer, in themselves, the ground foi such 
belief 

Indian depositois, shut out fiom placing their money with 
foreign banks, wheie they earn a verv small interest, will have, 
besides Indian banks, manv othei suitable alternatives including 
new land mortgage bonds and industiial bonds with Government 
guaiantee, recommended by the Committee 

Indian depositois, in placing theii money with foreign banks, 
aie not seeking safety, but courting dangei by placing themselves 
under an alien economic system ITo effective protection can be 
given to them against the iisk, to which they are exposed Their 
collective action is a souice of peiil to Indian banking and to Indian 
economic life 

The fear, that the shutting out of deposits will lemove the 
fiuppoit, which ‘ exchange ’ banks give to Government securities, 
IS grossly exaggeiated and need not be taken into account 

Towel fill foreign interests have created difficulties in financial 
centres like London and Amsterdam compelling the central banks 
there to shut them out from lediscount facilities The task of the 
Reserve Bank of India in controlling foreign institutions would be 
difficult, but it would be assisted by these measuies 

Indian banking institutions aie fully piepared and competent 
to expand under the leadership of the Impel lal Bank of India foi 
the needs all internal banking and for the financing of internal 
tiade This field should, therefore, be leseived for banks legis- 
tered in this country 

If the increasing volume of operations of foreign banks in in- 
ternal banking is not checked, the pi ogress of Indian banks, 
including the Imperial Bank, would be impeded 
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Modeiate legulation on lines suggested u’ould pi event tJie growth 
ot lacial bitterness Breaking up the monopoly of foreign banks 
in the foreign exchange business is desirable, but it would be 
necessaii to determine, whether this could be done by the method 
of competition and by setting up one or more special institutions 
controlled bi’ Indians, and increasing the present atmosphere of 
disharmony, oi, whether an honouiable paitneiship could be 
established and Indian aspirations to control banks engaged in this 
line can be satisfied on the path of goodwill and harmony 

The expectation, that the Imperial Bank of India would take 
up foreign exchange business, when they cease to be Government 
bankers, is justified, but no proposals with regard to the future 
programme of the Imperial Bank came before the Committee 

!J7o new institution could come into existence by private enter- 
prise, on account of the very strong opposition of foreign banks, 
and even a Government institution would have to face tremendous 
odds 

Some British banks have a verv huge amount of then total 
business in India, and if they abandoned then present warlike 
mentalitj’, they might be tempted to come under Indian registra- 
tion in order to retain not merely the business, which they aie 
doing at present, but also to avail themselves of the privileges, 
which uould be reserved foi Indian banks They might prefer to 
take deposits and rediscounts in India, but they will have to trans- 
fer to Indians enough shares to make the institution Indian, 
instead of foreign The initiative for any such development must 
come from those, who hold the field at present 

The proposal to hedge round the advent of a State Exchange 
Bank by delaying it, till after the Reserve Bank was established 
and till after the Imperial Bank had an opportunity of attempting 
exchange business, puts the practical realisation of a national aim 
too far off 

The path of a State Exchange Bank with monopoly of Govern- 
ment remittance business will be beset with many difiiculties 
Even if it were successful, it could only take a fraction of the total 
business in foreign exchange, without seriously affecting the posi- 
tion of the foreign banks in the interior 

Enaccompanied by the reservation of interior banking for Indian 
banks and the prohibition of Indian deposits in foreign banks, this 
measure will not attain the object, but will engender even greater 
disharmony, than exists at present 

The need of a bank separate from the Reseive Bank, if the 
Reserve Bank and the new institution are both of state ownership, 
IS not clear The change-over from state to private enterprise would 
be difidcult in the case of a separate institution, than if a depart- 
ment of the Reserve Bank were entrusted with the task 

The outlook should he, that ultimately the financing of foreign 
tiade must be done not, from a state institution, but from Indian 
private enterprise 


/ 
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A piogiaiume skould be piepaied of the natuie and Jand of 
assistance, Tvliieb would be rendeied to Indian banks willing to 
•entei tins field 

Tlie piovision enabling the Reseive Bank to act as agent of 
Indian banks in foieign countries, witli a general improvement in 
the outlook of Indian banks by vaiious measuies recommended, 
will bung Indian banks on tlie scene before long 

Complaints liave been beaid against the Impel lal Bank in its 
tieatmeiit of Indian banks and Indian constituents 

Tbe piedominant share capital of the Imperial Bank is foreign 
and its supeiior peisonnel is foieign The position should be 
examined without any delay and by negotiation, oi by law, it should 
be provided that the controlling interests shall be Indian Till 
this IS done, public opinion will not accept the Ziouu fides of the 
Impel lal Bank claiming to assist Indian agricultuie, Indian trade 
and Indian industiy m pieference to foieign inteiests It is not 
light that a concern conti oiled by foieign shaieholders, should 
he Goveimnent bankers m India 

The cash position of the Impeiial Bank of India has in lecent 
times determiated The cash position of the Imperial Bank has to 
be watched, because this is the cash, to which' eveiybody in India 
looks up foi relief 

Greneial deposits in the Impeiial Bank have shown no inciease 
in the last ten years There is a maiked inciease in the Bank’s 
investments, and diminution in loans Theie is also an inciease in 
cash ciedits and diminution in bills, facts, which aie of > great 
economic significance 

The piofits of the Imperial Bank have shown a falling off in 
recent yeais It was not possible to say whether the lecent 
increase in the numbei and activity of the foreign banks did not 
affect the Impeiial Bank veiy much at more than one point in 
India 

The existing constitution of the Imperial Bank, from the Indian 
point of view, is unsatisfactory 

The supeiior personnel of the Imperial Bank is foreign and 
will remain foreign for long, because Indian recruitment has only 
staited at the bottom, and, except in the Bombay circle for one 
year, European recruitment has gone on, ever since the Imperial 
Bank came into existence 

The method of encouraging banking through the eetabliphment 
of branches by the Imperial Bank is the most costly Which, and 
how many blanches were not paying, was not ‘ disclosed in our 
eiiquiiy Provision for branch extension ih future should be left 
to the Reserve Bank, and the benefit of such provision should be 
made availalile not only to the Imperial Bank, but to othei Indian 
ioint slock banks 
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The complaints that the hianches of the Impel lal Bank compete 
“With Indian joint stock hanks, weie not denied, hut "were justified 
thiough the benefit to the hoi i owing public 

Depletion of funds in the distiict and then tiansfeience fiom 
the distiict to the large centies of the money maiket by the Im- 
pel lal Bank was commented upon 

The lelations of the Impel lal Bank with the foreign banks, as 
whose agents it acts in the inteiioi, aie coidial and no complaints 
-of any kind have been made by the foieign banks against the 
Impeiial Bank 

Cash deposits by the exchange ’ banks in the Impeiial Bank 
have shown consideiable falling ofi in recent years, but no figures 
•of oveidiaft facilities given by the Imperial Bank to the foreign 
banks weie pioduced before us 

The existing aiiangements foi the issue of emergency cuiiency 
are unsatisfactory There is no reason why emeigency currency 
should be issued on bills alone and only on those, which exist in 
the portfolio of the Impeiial Bank Government should take the 
power to issue emeigency cuiiency without lestiiction, either as to 
the rate, at which it is issued, or as to the amount 

As soon as the Reseiwe Bank is established, the Imperial Bank 
•of India Act should be repealed and the Imperial Bank should be 
asked to register itself as an ordinary Indian joint stock bank 

As the contract with the Imperial Bank has expired, no special 
•concessions are called for Monopoly to the Imperial Bank of India 
acting as agents of the Reserve Bank, would not be in public 
interest 

Tvo case is made out foi a special act and constitution, special 
status and privileges and special contract to the Imperial Bank, 
aftei the Reserve Bank is established It will be to public advan- 
tage, if the Imperial Bank took its rightful place at the head of 
Indian joint stock banka and derived the maximum benefit fiom 
the general measures recommended, which would improve the con- 
-dition and outlook of all Indian banks 

The Reserve Bank would be able to carr^’ out the dual obliga- 
tions in respect of currency and credit control better and 
more economically, than they are carried out at present The 
deficiency of the Imperial Bank as bankers’ bank and regulator of 
credit, has strengthened the demand for this financial reform 

Eiequent changes and high bank rates are avoidable, if the 
central institution could cany more cash and were also free to' add 
to its casli by elastic provisions of the issue of emergency currency 

« Rediscount facilities, which do not exist now, could be created 
by the Reserve Bank, through the increased usd of bills and a bill 
maiket could be brought into existence 

There is room for serious apprehension, that there mav be delays 
'in the establishment of the Reserve Bank, on the ground that gold 
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and sieihnn- leseives snfiicxent to seexiie its •sxorking m nonnal times- 
slionid be Sist accumulated If tins is lealh tbe giound, a state- 
ment should be issued bv GoAeinmeiit indicating the specific 
amounts, uhich ther eonndei adequate, and the difiiciiltv of lais- 
Ino- such amounts Theie should be a special enquim thiough a 
financial mission to ?^'eu Toik as to uhethei the amounts could not 
be laised theie, if London is imuilling to give India the gold, foi 
u'hich India is ivilliug to pay 

The balance of advantage is in the immediate establishment of 
the Eeseive Bank with such funds as aie at the moment available 
India cannot have a cential bank bettei than she can affoid, but 
it Mould be a consideiable impiovement ovei the piesent position 
and would cleai the giound foi necessaiy banking lefoim in other 
diiections 

The issue of the Eeseiie Bank should not be mixed up uith the 
lesei ration of financial poueis in the hands of the Yiceioy, as that 
might cause delay in its establishment 

The Chaiiman luled out discussion of questions beaiing on* 
(1) IVhethei the Eeseire Bank should be a state bank, oi a shaie- 
holdeis bank, and (2) What should be the constitution oi its dnec- 
toiate !Yo lecommendation is, theiefoie. made on these subjects 

The Eeseive Bank will be the most poueiful instiument affect- 
ing the economic life of this countiy, and to tlie outside woild, 
eveiythmg uhich the Eeseive Bank of India ivill do, will be the 
index of the mind of India It should, theiefoie, leflect in all 
lespects the Indian nation, such as it is 

In othei countiies cential banks have grovn in their long 
histoiv suited then leqiiiienients, and have exeicised watchfulness,- 
that foieign inteiests do not inteifeie directly oi indiiectly uith 
the cential financial institution 

j 

The cuiiency functions of the Eeseive Bank could not be dis- 
cussed on account of a decision fiom the Chaiiman to that effect 

In the Eeseive Bank bill, as pieviously intiodiiced, the un- 
healthy and injuiioiis effect of the London City opinion on India’s 
financial destiny, and the tiiiimphant dominance of vested 
inteiests in banking in India could be discerned Banking pic's i- 
sion in the 1928 bill occupied a subordinate position 

Conditions aff’ectiug bank late in India have been aitificial 
The bank rate affects millions of contiacis and the value of all 
kinds of economic assets In other countries gieat caie is exeicised 
tj avoid fiequent fluctuations or high levels Bank rate in India 
at piesent means the late, at which the Impel lal Bank will lend 
against goveininent secuiities In other countiies it means the 
late at which the cential bank will buy bills 

-a. provision should be made to enable the Eeseive Bank at its 
disci etion to discount papei of niembei banks at a late louei than 
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the published rate In advanced money markets, the discount rate 
on bills is veiy much lovrei than the bank rate, and the maiket has 
normally enough funds to make lesoit to the central bank unneces- 
sary In India bills aie scarce and banks are not used to redis- 
count In Older to increase the vogue of bills and to induce banks 
to use rediscount facilities freely, discretion should be vested in the 
Reserve Bank to make a special rediscount rate for banks, diheient 
from that, which it charges to the public 

The emphasis put by the Hilton-Young Commission, that the 
central bank should not do ordinary banking and should at no 
point compete with any banking institution in the country, was a 
counsel ot perfection and was the basis, on which foreign vested 
interests m banking in India were able to secure in the 1928 b ill 
unusual provisions, restricting by law the power of the Tleseive 
Bank of India to boiiow, to biiy bills, oi sell remittance to the 
public, to open branches in the inter loi, to limit its holding of 
agricultural and other internal bills 

The Reserve Bank will need to work with great caution and 
conservatism in the initial years, but restrictive provisions of this 
kmd on the statute book are not desirable 

Though unusual in most countries, the provision of compulsory 
deposit of cash by banks taking deposits in India is recommended. 

If the privilege of taking deposits from Indians is not taken 
away from foreign banks, they would also be brought Under ,the 
acheme of compulsory deposits, but the extension of any benefits 
to them of lediscoimt or otherwise, would be a negation of policy. 
The central currency and banking authority of India should not 
be at the mercy of foreign institutions, who should be shut out both 
from deposits and rediscounts m India The practice in the United 
Kingdom and in Holland offers wholesome precedents of cential 
banks confining rediscounts either to banks registered under the 
national law, oi to bills that bear the signatures of their own 
nationals 

The Reserve Bank should be free in the matter of foreign bills 
and remittances to sell and to buy, to whoever it likes, and should 
be free to enter the open maiket at any stage and not merely at 
the gold points 

Statutory power should be given to the Reserve Bank to enable 
it to act as agent outside India for any Indian joint stock bank, 
for collecting money abroad on behalf of such joint stock banks, 
or for acceptmg bills on behalf of such bank In practice, the 
Reserve Bank should not do this work, e'scept on the deposit of 
adequate security in India and after the elimination of every ele- 
ment of risk to itself 

Discretion should be given to the Reserve Bank in law with 
regard to the period of maturity of agricultural and othei bills, 
which it will purchase, as well as in regard to their amount 



Private baukfers not engaged in trade, -whose own capital is not 
less than Es 2 laths, should he eligible foi membeiship of the 
Reseive Bank and should be exempted fiom the piovision of the 
compulsoi-j deposit of cash They shohld get the benefit 'of the 
Bankfeis Book Evidence Act, cheap lencattance and othei facilities 
o-jven bj the Eeseive Bank foi member banks This measuie is 
calculated to stay the lecent disintegi ation of the Indian banking 
system vEich is finding it difficult to meet the assaults of the 
foieign sj'-stem It is hoped, that this measuie will also lead to the 
establishment of acceptance houses and discount houses 

The balances fiom post office savings banlc and the sale of postal 
cash ceitificates should be tiansf erred to the Eeseive Bank and 
should be made available, through it, foi tiade and industry 

The issue of gold cash ceitificates recommended by the Hilton- 
Young' Commission should be made as soon as the Eeserve Bank is 
established In order to strengthen the gold pbsition of the Eeseive 
Bank and to increase the visible supply of gold in its hand at any 
particulai moment, it is recommended that the Eeserve Bank should 
have a monopoly of importing gold bullion in India for non-cuiieney 
purposes In order to have this done with as little interference as 
possible with the bullion trade of the countiy, the Eiiiance Depait- 
ment should invite a conference of important bullion interests to 
fix up details 

The withdiawal by the Impel lal Bank of free lemittance facili- 
ties to its customeis fiom one account to anothei, has been a re- 
ticgrade step The Eeserve Bank should undertake in piactice the 
obligation in the case of membei banks and bankers, who have 
accounts with it, to transfer funds fiom one branch of the Eeseive 
Bank to another ftee of chaige « Similai obligation should be im- 
posed on the agents of the Eesfeive-Bank, whoever they are 

If inducements aie consideied necessaiy for the Impel lal Bank 
to entei a field, which is not unpiofitable, the outlook for Indian 
banking may be regaided as veiy poor, indeed 

The Eeserve Bank authorities should be left fiee to fix suitable 
agencj'- anangements on suitable terms, but arrangements extend- 
ing to twenty-five years would be opposed to consideiations of 
business as well as of public policy 

The Eeserve Bank should have ti'bianch in each province, in 
01 del that fiee remittance and other benefits should be bi ought 
to the interior, and it could have first-hand information in' 
regal d to parties, etc This would be also necessary in order to 
enable the Eeserve Bank to dischdrge its function as central banking 
authoi ity ■ 

Apait fiom the statiltory division of issue aiid banking depait- 
ments, inside the banking depaitment itself several sections wOuld 
have to be ci eated One will deal with the co-operative movement, 



one the land inoitgage debent\ires, one with tlie business of 

foieign exchange, apait iiom tbe maintenance ot exchange one 
with the administiation of the savings bank funds, and one with 
the distiibution to the inaiket of gold bullion impoited 

In TieiT oi the iinpoitant happenings, both in India and abioad 
since 1927, the Reseive Bank bill should be lediafted, befoie it 
IS considered by the legislatuie 

The attitude of Ctoveinment to nascent enteipiise has a veiy 
diiect influence on the giowth' of industi'y The state ie 2 iresents 
the final and supeilative powei in the community In the past, 
Indian state policy was dominated by ideas of fiee tiade. which 
also coincided with the comfortable notion of India, producing 
the law mateiials and afioiding a standing and peimanent market 
for the manufactures of the United Kingdom 

The absence of an industiial policy is much more noticeable 
in India than its piesence Indian opinion holds, that the leason 
for this IS the overwhelming uifluence, which foreign vested 
inteiests enjoy with those, who govern and diiect the policy It 
IS necessaiy to counteract the mischievous effect of explanations 
usually given for fhe fact, that India is backward in industry, and 
the share of Indians in such industry as exists in the countrj’^ is 
small Attempt to ascribe to Indians in business matters a diffeient' 
psychology is, generally made to divert attention from, and to 
conceal, the jiimleged jiosition of the foreignei 

The “ deaith of capital ” is a lelative term, true of eveiy 
countiy but the problem in India is more of foreign control of 
Indian capital 

Toimulation of a definite industrial policy is called foi, 
because, the prosperity of the community, which includes scope 
foi employment is bound up with successful enteipiise in the 
countiT, and in the failure of such enterprise, not only the pai-ties 
directlv concemed, but the community, lose something Growth 
of ludustiv vould lead to the giowth of capital by the retention 
of profits and wages in India Conceited action of all sections of 
the community is wanted foi the success of an industiial policy 
A free field and minimum interference by Government has involved 
the large concentration of resources in foreign hands and the 
consequent placing of a inoitgage on the ivealth of this countiy 
Indian witnesses not only believed in the .inadequacy of facilities 
to India, but felt that larger facilities were available to foreignei s 
for the same class of security than to Indians 

Banks, voiking in then oym inteiests, prefer financing trade 
Banking funds are seveielj’^ limited. Industry particulaily that 
conti oiled bv Indians, suffeis financial shortage 

Existing banks have claimed, that they are financing 'industry, 
but they cannot be said to have fully realised then responsibility 
to it An undue emphasis on due dates aUd repayment with regard 
to loans to industrial concerns can intensify a downward situation, 



against -nliieli industiy may be fighting Banks could not piosper, 
wlieie the industiy of the people is in a weak condition 

The two signatuies rule, in addition to concrete secuiity, wbicli 
IS obligatoiy in the case of the Impel lal Bank, and a noimal 
piactice in the ease of otbei banks, amounts to the demand on 
the pait of banks for a guaiantoi befoie industiy can have any 
money, howevei sound and flouiishing it may be Theie is shoit- 
age, not of capital, but of ciedit 

The rate and volume of Grovernment boirowmg in lecent yeais 
have affected diiect deposits by the public in industrial concerns 
If banks had made consideiable pi ogress, one would have piomptly 
said that the method of direct deposits was a primitive method, 
unsuited to the requiiements of modern industry, and that it should 
be discouraged, but until such a moment was reached, it would seem 
to be a blessing 

Managing agents have found finance foi industrial concerns, 
but, as a rule, witholit iisk oi loss The managing agency system 
absorbs too laige a shaie of piofits and interfeies with the flow of 
capital into industiy, by malang it less attractive to the investoi 
The system of tiansfer of control of industry by heredity, oi by 
sale, to paities not appioved of by the company, is one, which 
must be put an end to by lav , and a piovision to that effect should 
be inseited in the Indian Companies Act, the revision of which 
13 in sight A provision, which pi events the contract foi manage- 
ment being limited to a certain number of yeais and being good 
dm mg that period only, if a specifled individual is able to off’ei 
his peisonal sei vices, will not piove hard, where theie aie capable 
paitners in the managing agency firm 

All ovei the world, the banking system as a vhole lends to 
industry as a whole, on the basis that loans are for short-peiiod, 
but this IS a fiction Industiy caiiies no cash, but stocks Loans 
could be only lepaid by a company from a new loan elsewheie 
The banking system of the country must adjust itself to the 
requiiements of industry and not mce versa The suggestion 
which was made by the foreign “ experts ”, that it is improper 
for banks to give finance to industrial concerns either for capital 
shortage in the block, or for extensions, or even for normal woiking 
capital, is opposed to the industrial history not merely of this 
country, but of other countries 

The idea, that not merely capital requirements, but normal 
working capital could be secured by debentures, instead of by 
bank loans, has only been partially realised even in advanced 
mdustrial countries and cannot be realised in India for a verv 
long time to come The debenture affects the credit of a conceiii 
with banks and with suppliers of material, as well as selling agents, 
and IS regarded in India as a sign of financial weakness rather 
than of strength Debenture finance is not feasible and would be 
more costly than bank loans 

The amount of debenture issue on the basis suggested would be 
larger, even for existing industries than could be possibly absoibed 
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by tlie maiket Eveiytliing should be done to make the issue of 
debentuies populai To meet the financial lequuements of indus- 
tiy, to the extent to ■wbicb. they aie unsatisfied now is beset \Mtli 
moie than one difficulty It cannot be accepted as tbe sole measuie 
foi seeming to industiy, all that it would lequiie in the way of 
finance As an immediate panacea, it holds out no hope The 
need for special institutions, which would know the lequiiements 
of industiy, assess the value of the secuiity ofieied, and give 
advances for long-teim, is established 

Euiopean witnesses weie opposed to an Industrial Bank, sceptic 
about its need, doubtful about its success, and fiankly hostile to 
the notion of state aid to such an institution An Industiial Bank 
IS v anted to make available to industiy laigei volume of finance 
than industiy can get at present, and on bettei teims both as to 
the period of the loan and the late of inteiest It would do for 
industry what oidmaiy bank does foi commeice 

The prospects of such an institution coming into existence by 
piivate enteipiise, vithout any assistance fiom state, aie small. 
Assistance by Government to the Industiial Bank, which will 
enable it to come into existence and have the necessaiy funds for 
its operations, does not necessarily involve assistance by the latter 
to industiial concerns, except on purely business considerations 
It IS because industiy is willing to pay the puce foi finance, and 
yet IS unable to get it, that something substantial has to be done. 

Apart from loans on sound lines, industry would require other 
assistance This would have to be given by Government through 
a special machinery created for this purpose Enterprise and 
capital might be available, but infoimation is lacking The 
piimaiy aim of Government should be to bung relevant information 
together and to make it available to the business communify 

There should be a census of production on lines laid down 
centrally, and it must be uniform for all India A small board, 
consisting of one economist, one busmessman and one technologist 
with the Diiectoi of Industries acting as secretaiy and member, 
wherever such an official exists, would have to be set up in the 
provinces A similar all-India board would have to sit and uould 
have to work in close collaboration with provincial boards The 
foimulation of an industrial policy by the' state and its declaration 
should take place centrally 

The establishment of an Industrial Bank should not be delayed 
on the ground of the depression of trade The Industrial Bank 
should have branches for the present at Bombay, Calcutta, Madias, 
Lahore and Cawnpoie Such funds and energy as India can spare, 
should not be used for independent provincial organizations 
Excessive emphasis on the autonomy of the provinces in the matter 
of industry is calculated to create , separate inteiests and centii- 
fugal tendencies 

The bonds of the Industrial Bank should have the guarantee of 
Government and should be included in the list of Trustee securi- 
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■ties Tlie guaiantee of the central Grovernment would enable laiger 
funds to be raised at a lowei late, both m India and abioad, and 
a fan distiibution of these lesoiuces amongst tlie pioviuces some 
of ubicb may not be able to laise laige funds 

Legislation lelating to commeice and industij" is, and Mill, 
lemain, cential Assistance to industiy in the mattei of customs 
taiiff, lailway lates and stoies puicbase could be bettei seemed 
by an all-India institution The co-oidinatiou with the adminis- 
tiative macbineiy of the piovinces ivould, of couise, be necessaiy 
Administiative conveniences should not be allowed to cieate aitih- 
cial divisions in the economic life and organisation of the countij 
Theie vill be convenience and economy in a central institution 
with leg aid to technical adviseis, tiaining of staft, pooling of 
expel lence and. information, both inside the countij* and fiom 
abioad Duplication and vaste of eifoit vould be avoided 

The capital of the Industiial Bank should be Es 5 cioies, and 
foi some yeais Government should hold not less than 51 pei cent 
of it Theie should be no statutoiv limit to the amount of bonds, 
which mai be issued, but the boaid of the Industiial Bank should 
act 111 close co-opeiation uith the boaid of tlie Beseive Bank to 
aegulate the boil owing opeiation 

Theie should be no piohibition uith legaid to the taking of 
deposits by tlie Industiial Bank at its vaiious blanches, but the 
lates foi such deposit should not be in effective competition vith 
lates offeied by Indian ]oint stock banks 

The Industiial Bank would be an expeiimeut on a huge scale 
and in a diiection, which will effect national wellbeing Govern- 
ment should, theiefoie, tiy in consultation with PioMiicial 
Governments, to secuie the co-opeiation of the best minds of the 
•country 

The managing governois at the centie and the manageis of the 
provincial branches must be men, who, with then other qualifica- 
tions, would share the national outlook 

The Industiial Bank wmuld help their clientele in vaiious wmys 
indicated It would be essential foi the Act constituting the bank 
to gi\e it wide powers, and the delegation of such poweis to piovin- 
cial managers and provincial boards should be left with the cential 
board 

The savings per head in India are small and the addition to 
the country’s wealth eveiy yeai, aftei repairing the wastage of 
capital stock, is small 

Capital savings aie the result of a keen realisation of the 
future accompanied by a feeling, that what is saved now would 
be leasonably safe and wmuld be available to the paity m suitable 
foim, wdien he needs it in future 

India’s national production, though veiv considerable in the 
total, IS verv low' per head Her consumption, in spite of the low 
standard of life, eats up much of what is produced 
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Tlie fiist claim ou a man’s savings in India is foi ornaments 
on tlie peison of tlie wife India is paying a keavy puce foi 
tills aicliaic system of caiiying liei savangs 

A pait of tke savings of tke community at any paiticulai 
moment kecomes kank deposits Tke encouiagement of savings 
sliould ke an inipoitant okjective of state policy Puklic opinion 
skould ke created on tkis sukiect Tke aksence of mackineiy of 
saving IS lesponsikle foi small total savings 

Tke postal savings kank kas made consideiakle piogiess, since 
it was started Tke numkei of accounts and tke amount to tke 
ciedit of eack individual aie smallei in India tkan in most otkei 
countiies Tke post office savings kank skould kecome to tke pool 
man vkat oidinaij’’ kanks aie to kettei classes 

Additional facilities suggested skould ke cieated Depait- 
meiital and official okjections skould not ke allowed to stand in tke 
vva\ of impioveraent in tke tkiift mackineiy of tke countij'^, and 
n departmental enqull^ skould ke promptly set up witli a vieu to 
effect tke lefoims suggested 

Tke use of tke term “ savings kank ” kv foreign kanks, skould 
ke piokikited foitkvitk, as well as ky all Indian kanks, vko kave 
not kitkeito taken “ savings kank ’ deposits Witk regard to 
Indian kanks, including tke Imperial, a peiiod of five years 
skould ke allowed to enakle tkem to adjust matters after wkick 
tke use of tke word “ savings kank ” k'j tkem skould ke interdicted 

Facilities for insuiance, vliick Government make availakle 
fioni tke post office to Government employees, skould ke tin own 
•open to tke puklic, provided tke rates ofteied k}' Government are 
not suck as to compete iinfaiily witk private enterprise It skould 
fie provided, tkat moneys lecened ky foreign insurance companies 
in India ky way of piemium, skould not ke moved outside tkis 
country If foreign insuiance companies must operate in India 
and take an ay profits, it is at least essential tkat tke use of tke 
Indian funds skould go to swell tke lesources of tke Indian money 
market 

A lav on tke model of tke Industrial and Provident Societies 
Act in tke United Kingdom skould ke passed, kaving regard to 
Indian conditions, and suck a law skould fie used not merely to 
regularise tke position of Kidkis and Ckit funds in Madras, fiut 
of various sckemes in operation on a small scale in different paits 
of tke country, in wkick tke small man makes a regular periodical 
contrifiution in tke expectation of getting liis money fiack witk 
Interest, oi tke equivalent advantage at a latei date 

From tke point of view of tke community, muck greater interest 
would attack to tke application of tke system of kire purckase, 
oi instalment puickase, if it is used in connection witk instruments 
of production instead of ofijects of consumption 

Apart from permitting tke witkdrawals from tke post office 
savings fiank fiy ckeques, Government skould pay fiy ckeques tke 
salaries of all employees afiove one hundred rupees, at least at 



places ^Ulele facilities foi casliing tlie cheque are available It 
should he made laivful foi pa5*meut of lantl revenue and all other 
dues to Government fiom membeis of the public to be made by 
means of the cheques 

Gold cash ceitificates should be issued, and leadeis of social 
opinion should uige its use in place of ornaments for dowries 

The gap in the investment maiket between goYernment securities 
and speculative shaies has to be filled b}'’ the creation of inter- 
mediate instiuments, and vould be filled by the land-moitgage 
debentures and industrial bonds Debentuies of industrial concerns 
issued undei the guidance of the Industiial Bank would come next 

The establishment of investment tiusts in India is possible and 
desiiable An immeasuiable benefit to India is bound to come 
fiom the establishment and piopei woiking of investment trusts and 
the assistance, which they will give to the investor in the creation 
of intermediate secuiities, which do not exist now, in providing a 
channel for investment in industiial and other fields, where the 
piimaiy investor would be too scaled oi too ignorant The invest- 
ment tiust would also assist in cariy-over foi industrial and other 
concerns paiticularly on issue of additional capital in the form of 
piefeience shaies oi debentuies wheie banks cannot, and do not, 
ventuie now In one wav or another, the operations of the invest- 
ment trust will eniich the Indian money market and will fill up the 
gap, which is all too noticeable in its present organization On the 
other hand, an investment tiust, if propeily oiganised, might be 
111 a position to attract considerable capital from abroad 

The process of Government borrowing and spending has hitherto 
been entirely independent of any considei ations of its effects on 
private enterprise The volume and the late of Government bor- 
rowing affect the late, at which tiade and industiy can get accom- 
modation The coil elation of the capital needs of the Government 
and the capital needs of private entei prise is necessary 

The land-mortgage debentures and industiial bonds suggested 
in this repoit are necessaiy to stiengthen the economic life of the 
country, to reduce the burden of the enterpiising classes both in 
agiiculture and industi}^, and to inciease their motive for larger 
production A small committee should be appointed by the legis- 
lature to make a detailed examination of the capital requirements of 
Government, including the new diiections, .and of fixing a reason- 
able allocation of the total funds laised by the credit of the state 

The obiect of all regulation is to enable the lelative rights of 
paities to be cleaily deteimined and to make provisions, which 
would prevent any individuals, in search of their own interests, 
to interfeie with the lights of othei individuals, or the common 
lights of the community 

Eegulation pertaining to foieign banks opeiating in this country 
should be as follows — 

( 1 ) Ivo bank, which is not legisteied in India, and whose 
capital is not expressed in lupees, should be allowed to 



establish biaiicb.es outside the iniiuicipal limits of 
ports 

( 2 ) ITo banking institution legistered in India should be 

allowed to be conti oiled by a foieign person oi company. 

( 3 ) There shall be a separate register of shares at the registered 

office of a banking company, showing Lidian holders 
and non-Indian hoideis sepaiately That it shall be 
obligatory on the diiectois of the company to refuse all 
transfers from the Indian register to the European 
registei, but not xxce veisd 

( 4 ) That it shall not be lawful for any Indian-born person or 

naturalised Indian, oi for a company registeied in 
India, to place his, oi then , money on deposit in a bank, 
that IB not legisteied under the Indian Banking Act 

( 5 ) That everj- bank, which is not legisteied in this country, 

and which seeks a license to woik m this country may, 
on application, be given a license at the absolute dis- 
ci etion of the Minister of Finance This license would 
be renewable every two years and the Minister shall 
have absolute power to lefuse renewal, when, in his 
opinion, in the interests of the country, such lenewal 
would be 3ustified 

( 6 ) El 101 to the license being granted, and on the application 

foi the license bemg made, the Finance Minister, or his 
authorised repiesentative, shall take an undertaking, 
which shall be duly confirmed by the board of supieme 
authoiity of the applicant bank, to the efiect that, in the 
event of stoppage of payment, oi of the failure of the 
bank, the local assets shall not lank pmi passu with 
other assets, but shall be retained for the dischaige of 
such obligations in this country, as may have been 
incurred by the bank 

It 18 because foieign hold on banking would perpetuate foreign 
hold on the economic life of this country, that regulation in these 
directions is asked for Disci imination is unavoidable in practice. 
In the minds of Indians it exists, because discrimination in the 
past has been against them India is more likely to gain the con- 
fidence and respect of the world by intelligent economic reorganiza- 
tion, than by keeping the dooi open for exploitation There need 
be no fear, that India would lose international goodwill and hei 
credit abroad by intelligent regulation 

Early steps should be taken to bring under one Act piovisions 
not only of the Companies Act applicable to banks, but othei pio- 
visions scattered in case law or in other Acts as well as the 
recommendations made in this report Opinion from commercial 
bodies, the stock exchange and the shareholders association, should 
be invited, and when the material is ready, a representative con- 
ference should be called 



The mstitutxon of a licence foi Indinu joint stock banks is not 
recommended 

The minimum capital foi .In Indian joint stock bank should be 
Rs 50,000, but the ilesei‘\e Bank boaid should have the authoiity 
to make an exception The authoiised capital should not be moie 
than tuice the subsciibed c.apital, and the paid-up capital should 
not be less than half the subsciibed capital Existing institutions 
should be assisted bj* exemption fioin stamp and othei duties, to 
enable them to confoim to tins lequiiement within some time aftei 
the Bank Act was passed 

The majoiity of the shareholdeis in an Indian bank should be 
natural-boin Indians and this majoiity should not be less than GO 
pel cent The majoiity of diiectois in an Indian bank should be 
natural-boin Indiana 

It should not be open to the directois oi to the company to 
moitga^e the uncalled capital, uhich must remain as a security 
for the satisfaction of creditors 

The powei of directois of joint stock companies to refuse a 
transfer of shares and then legistiation in any paiticular name, 
cannot be modified in the case of banks unless the geneial principle 
m its application to joint stock enteipiise is sifted and examined 

The Finance Department should have a consultation with the 
stock exchange authorities in ordei to reconcile the convenience of 
all sections concerned and to meet the legitimate objections of the 
stock exchange against blanlc tiansfeis being made illegal, by a 
specific reduction of stamp dutv 

It should not be ojien to banks registeied under the Indian Bank 
Act to declare a dividend exceeding G pei cent unless and until 
then leserve fund equals half the capital, and to declaie a dividend 
beyond 9 per cent until the leseive fund equals the whole of the 
capital 

G-rantmg of loans to directois of banks and auditois, oi to any 
films in which they aie partneis should be piohibited 

It should not be peimissible in law foi a bank to make any 
advances against its own shares 

Shareholdeis will have the light not only to appoint auditois, 
but to fix the remuneiation given to them It should not be legal 
for the management to givd to the auditois of the bank am’ extra 
remuneration, which is not appioved of, oi confirmed, by the share- 
holdeis 

A provision should be made for accoilnts of biaiichfes to be 
audited by a qualified auditor, but such qualified auditoi may be 
one practising in the muffasil, and different from the principal 
auditor of the bank 

The fonn of balance sheet provided in the Indian Companies 
Act is unsuitable to the special fequiiements of the bank®; A neir' 
form IS desirable and has been prepaied For thp purposes of 
exjiosing in a conspicuous place at the registeied office and eveiy 



liiancli o£ a "bank, no sepal ate statement should be leqmred The 
balance sheet should seive the puipose 

It is essential that the cential banking authoiity should have 
direct infoimation ot changes in the conti oiling inteiests of banking 
institutions, and the obligation should be laid on the boaid of 
diiectois to infoini them of any such changes 

Amalgamations betvreen banking institutions in India should 
not take place without the peimission of the cential banking autho- 
iity 

Powei should be vested in the cential banking authoiity, by 
which, in the case of a bank getting in difhculties, disastei may be 
avoided, if it is avoidable 

Provision should be made that the liquidatoi, in the case of 
banks, shall be appointed bj’- the Reseive Bank, who vould also 
have the obligation of giving such lelief immediately to depositois 
as may be possible, but this lattei should be a mattei of discietion 
of the diiectors 

Tendencies of human natuie cannot be collected excepf by detei- 
rent punishments, where fiauds aie detected The obligation in 
■the inteiests of the community to secuie deteiient punisliment to 
delinquents is not at piesent being fully dischaiged 

, Publicity attached to ciiminal complaint by shaieholdeis of 
banks, mmht be consideiabh" leduced if the obligation is laid on 
the law omcei of Government to examine the subject mattei of the 
complaint and to allow the piosecution, only if he is satisfied 
Pioceedings befoie a magistiate should be ‘ in cameia and should 
be allowed to be published at that stage, whethei he is satisfied 
■that facts, which will go out to the public, will not be the fact-) 
on one side only, but as stated by both sides 

Consequential changes in law and pioceduie as well as the 
woiking of eveiy class of couits aiising out of these lecommendations 
will have to be made in manv diiections All legal points aiising 
out of the Banking Pepoit should be summaiised foi examination 
by the Legal Lepaitments of Piovincial Governments and the 
Government of India 

Aitisans with technical skill, being thiown out of their heiedi- 
■tary occupation in many paits of India, swell the numbei of common 
labouiers to the great detiiment of the economic inteiests of India 
It IS cheaper to devise nieasuies foi pieseiving handiciafts and 
small industiies than foi bunging into existence new ones 
Stiengthening the ciedit machineiv in the distiicts, geneially, 
would leact favouiably on the aiti^^an fsTo lecommendations by 
Provincial Committees should be i ejected without a close examina- 
tion 

Moitgage ciedit yould be assisted in uiban and luial districts 
by impiovement in the natuie of the security, piocedure of hollow- 
ing, the reduction in costs, and avoidance of delays in lecovenes 
The system of equitable moitgages should be extended to more 
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places, and Piovincial Goveininents should be given tUe powei to 
declare the places, vbeie it Avill be applicable 

It IS desiiable to encouiage tiade bills and to discouiage cash 
credit Tlie ideal is to aboli^^b stamp duty on internal biUs of 
exchange, but it should be at once considerably i educed If the 
finances of Government do not peimit this, an ad hoc tax may be 
levied on cash ci edits 

Existing duties on transfei of shaies and on debentuies should 
be 1 educed 

In Older to attain the ideal of free lemittance in India, Go'^ern- 
ment should set an example by i educing money ordei charges at 
the bottom, and the Reseive Bank shoxud give facilities for free 
transfei fiom one bianch to the othei It should be arranged that 
the agent of the Reseive Bank in the mofussil should also give 
this facility The pioposal foi the giant of facilities foi transfex 
free of chaige in postal savings banks accounts fiom one account to 
another and fiom one place to anothei, should be carefully 
examined 

It IS desiiable to encouiage the use of veinaculais in legard to 
hundis, cheques and passbooks 

Clearing houses should be oiganized, not meiely at the ports, 
but in the inteiioi The contiol should vest in the Reserve Bank 
and foieign banks should either be excluded or, if they are ad- 
mitted, it should be on the undei standing that such admission 
could be -withdiawn at any time 

An all-India act should be passed on the lines of the Industiial 
and Pi evident Societies Act which vould be applicable not merely 
to ‘ nidhis ’ in Madras, but to all vaiieties of institutions, where con- 
tributions aie taken fiom small men periodicallv 

The system of banking built up by Chetties deserves gieat com- 
mendation and facilities should be given to them by the central 
institution 

A special officer should be appointed for watching the loan 
offices in Bengal and aiiangements should be made to secure funds 
to such loan offices, against suitable secuiities from the Imperial 
Bank of India, till the Reseive Bank is started, and thereaftei 
from the Reserve Bank 

It should be obligatoiy, that all goods placed in licensed ware- 
houses should be insured with Indian insuiance companies 

A common association of all banks and bankeis should be foimed 
in this countiy, but such an association should not have the power 
of legulation and could not replace the cential banking authority, 
proposals for which are contained in the Piovincial Committee’s 
repoits 

It IS desiiable to discourage Indians fiom seeking ceitificates of 
foreign associations in examinations held in this countiy, and cor- 
responding facilities should be cieated in this country It is not 
desirable to spend Government funds on scholarships abroad for the 



study of banking Commercial education its progressing at many 
universities and it would be better for boys to take advantage of 
this curriculum in preference to tbe arts course. Good bankers 
would be created by suitable models at tke top and by “ espiiit-de- 
corps ” at tbe bottom amongst tbe staff, and not from academic 
institutions. 


MANG SUBEDAR 
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AITNEXTJPE I 

S03IE PAPERS RELATINC4 TO MY FAILURE TO GET ADEQUATE: 
INFORaiATTOX REGARDING FOREIGN BANKS 

Leiiei dated the 17th Octohci 1930, fiom Mi Mann Suhedar, to the Secre-^ 
tary Indian Central JBanhing EnQiiny Committee 

I hare luged the necessity foi lecening piompt infoimation luth regaid 
to the deposits and advances of the Exchange Banks and other foieign banks 
vroiking in this connti} I ras told once that this infoiniation was being 
collected in India and subsequently the Channian said that he had written to 
the India Office to get this intonnation As I am not ver^ cleai as to what 
IS being done with rogaid to — 

(a) Biitish Banks, and 

(b) Non-Biitish Banks^ 

in the mattei ot collecting the necessai*^ and detailed infoinntion, I should 
be much obliged if von will let me know the position 

Y'ou will realise that with legaid to the sub-Coinmittee, which has been 
appointed for a diaft of the statement on the financing of foieign tiade, its 
work cannot proceed veiy fai without these lelevant facts As it is many 
months ago since the lequest for these facts was made, it is possible that the 
replies have been alread:^ received by xou, but have not been circulated If 
that IS so, please let me have an eailv intimation 

I should also like to know what aiiangements have been made foi the 
examination of Sn Osborne Smith, which was going to take place sometime 
hefoie the end of October 


Letter dated the 30th October 1930 tiom the Secretaiy, Indian Central 
Baidanq Enqimy Committee to Mq Manv Snhedar^ 

With reference to voui letter dated the 17th Octobei 1930 I beg to state 
that the sub-Committee on the Financing of Foieign Tiade desired me to 
obtain fiom the Chaiiman of the Exchange Banks’ Association, Calcutta, 
accuiate infoiniation as to the extent to which the Exchange Banks take a 
part in the financing of local mdustiies, mteinal tiade and agiiculture This 
was done in my lettei of the 10th Septemhei 1929 and I was informed that 
these details were not av’’ailable heie and as thev^ weie of a stnctly confidential 
natuie it was suggested that I should ask the Directoi-Geneial of Commercial 
Intelligence and Statistics to endeav^oui to prepnie them in a consolidated 
form tliioiigb the same channel as he obtains the figuies lelating to Capital, 
Reserves, Deposits and Cash recoided on page (1) of the Statistical Tables 
relating to Banks in India published hv his dexiaitment I accordingly wiote 
to him and I understand that he is in coiiespondence with the India Office in 
this mattei I sent him a telegiain lecentl^ to enquiie whethei he had 
received the information and I was told that it had not yet been receiv’’ed 

As a lesiilt of the discussions in Committee, a further letter has been sent 
on the 12th Septemhei 1930 to the India Office asking for the information 
m the enclosuie in regaid to the opeiations of British Exchange Banks in 
India The India Office has been requested to obtain the infoiniation by 
lequestmg each of the Exchange Bank’s offices in London to favour them 
with the infoiniation confidentially, and to consolidate these figures and 
supplr the Committee vv ith a statement for all the hanks together 

The Chaiiman undei stands that it will he very difficult for the India Office 
to get similar mfoimation foi the non-Biitish Exchange Banks who have not 
got then offices lu London The Chaiiman wall, however, discuss this matter 
with the India Office on arrival in London 

The question of the examination of Sir Oshoine Smith will be considered 
after the Chairman leturns from Tiondon 
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Iktobmation beqtjxreb fboh British Exchange B\nkb working in Tni)i\^ 

Deposit ^ m India 


Slet December 1929 ; 

« 

Cnrrexit accouutB and money 

payable at call 1 

Fixed and short deposits 

J^on- 

Indnn 

Indian 

Total 

Non- 

Indian 

1 1 

IndiAn ! 

1 

1 

Total 


Bs 

1 

’ Es 

Es 

Es 

1 

Es I 

Es 




- 





Advances m India 

Loan^^ Cash Ctedif^, Ovenhajis and Local Bills discounted 
(BILLS of Excliange to be excluded ) 


*11 st December 1929 

Non Indian 

Indian j 

Total 


Es 

Eb 

! 

i 

Eb 


(This form was enclosuie to Secrctaiy’s letter dated 20tli October 1930 ) 


Lcttci dated the 23rd Ocioher 1930, fjovi Mi Mami Snhedai ^ to the 
Secretary, Indian Ccntial BanLing Enquiry Committee 

1 beg to acknowledge voui lettter dated 20th October 1930 In Mew of 
the fact that the Chambeilain Commission also experienced difficulty in 
getting information about the operations of the Exchange Banks, I regret to 
learn that after twelve months’ effoii;s fiom the lOtli of Septembei 1929 the 
few particulars, which the Committee desires, are not being made available 
by institutions, who have disclosed the strongest objection to anv inteifeience 
with their working in this country 

2 I cannot understand that the figures are not ai ailable m India and 
that the respective banks are legaiding their figures as confidential even 
against the Government of the country 

3 I shall be obliged if you will ask the Chaiiman whethei he expects the 
necessary information before the Committee makes a repoit 

4 With regard to the fomi in which the information is asked foi fioiii 
the India Office in your letter dated 12th September 1930, I have to suggest 
that the closing date of the yeai is not a veiy satisfactoij date, paiticu] il^ 
in the mattei of advances uhen it is well known a ceitain amount of window- 
dressing takes place Will you please wiito in, giving them also the 31st 
of March 30th of June and 30th of Septembei 1929 as the dates foi which 
the information is wanted? 

5 The information would fuither be incomplete with regard to the 
heading put down as advances in India ” Should theie be deposits fiom 
outside India and advances to parties outside India, the information mu«;t 
be made available to us to enable us to judge the position I trust aou will 
be, therefoie, able to get these items included I shall be obliged if you will 
let me knov what is being done in the aboi e matters 

6 With regard to the non-Biitish Banks, vho are membeis of the Associa- 
tion m India and to all intents and pin poses enjoying similar privileges and 
the protection of the Indian lav I cannot possibly understand the inabiliy* 
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of the Goieinment of the countiy to get the necossaij figuics fiom them If 
the Finance Depaitment of the Go\einment of India is not helping the 
Committee in this niattei oi, it theie aie an\ othei clifFu nlties, it ^^ould bo 
lUst as well to state them cleaily, but 1 do not feel at all happx at the state- 
ment of the India Office to the Clnuman tint it will be \qi} difficult to get 
Bimilai infoiniatiou fiom non-Biit4sh Exchange B inks I would be much 
obliged if you uill lequest the Chairman to let ino see the correspondence in 
connection uith this ind to let me knou uheie the difficult} aiises, uhethei 
the India Office has defimtoh isked the non-Biitish Exchange Banks foi the 
mfoimatioii and these institutions ha\e lefused, or, ulietliei the India Office 
have not yet asked them tor the mfoimation and ire moiel} appieliensno 
that such mfoimation ma'v not he made available to thoin 

7 Will }ou plea^^e lequost the Chaiiiuan to let the suh-Conimittee ap- 
pointed to diaft a statement on the Financing of Foreign Trade know the 
result of his confeience uith the India Office on tins subject 


Lcttei No 2802 dnttd the Sid Xoicinbo lOSO, fiom the Scaciarif, Indian 
Ccntial Bonbinri Engun i; (JomvntfcCj to Mi Manu Siibcdai 

Will ^ou kindU refer to \oiu letter dated the 23rd October 1930, winch 
I discussed uith >ou in Bombax undei insti uctions fiom the Vice-Chairman ?- 
I have non asked the Finance Department to obtain confidential!} hgurea 
fiom the non-Biitish banks similaz to those ahead> called foi from the 
British banks and to supph us in a consohd ited foim the figures for nil the 
non-Biitish banks in India 

2 In Meu of the fact that the Exohnngo banks do not publish any 
statement in legaid to then Indian businoss sepaxatel}, the Vice-Chairman 
does not ippiehend tint thoie is an} uindon-di casing uhich uonld ntiate the 
figures uhich ue ln\e called foi as on tlie 31st Docemboi 1929 

3 The headings “Deposits in India” and “Ad\ances in India ^ mil 
include deposits and adi auces hiought to account in tlie Indian hooks of the 
Exchange banks niespectne of uhethcr the depositor or boirouer^ aie re*?!- 
dent in oi outside India 

4 As steps are being taken to obtain the figuies in regard to non-Bntish 
banks in India itself, the Chan man is being infoimed that he need not 
discruss the mattei uith the India Office as originalh suggested m my letter 
of the 20th October 1930 

5 It IS expected that the mfoimation lequired fiom the banks will bo 
received befoie the Committee make« a report 


Letter dated the 5th Noiemhei lOSOy from Mr Manu SuhedaVy to the 
Secietaii/, Indian Cential lianixnq Lnqxiiiy Committee 

I acknowledge }Our letter dated 3rd November What I do not still 
understand is uh} the figiues should come to us m a consolidated form 
either with regaid to the British Banks, oi with regard to the non-Bntish 
Foreign Banks Every Indian Bank, including the Imperial, give these 
particulars in a certain form and the Banking Committee know their exact 
position fiom then balance sheet Personally I am not at all convinced that, 
as from a public commission of this kind, these foreign institutions should 
want to keep these figures as secret I uns told that the presence of 
Mr Buckley on the Committee makes it difficult for them to disclose their 
affairs to a rival, but a statement of deposit figuies and the figures of 
advances, including also their analysis as between Indian and non-Indion, is 
not a disclosure ot the affaii*s ot an} kind from the point of v lew of business 
competition, and I would again uige on vou to get into communication both 
with the Chairman and with the Vice-Chairman and to get these figures for 
each individual institution 
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With regard to paragraph 2 of yoin letter, I beg to differ from the 
Vice-Chaiiinan with legaid to window-diessing It would be impossible to 
judge the question of window-dressing until one knows the dates when they 
close their accounts and should the 31st of Decembei coincide with either 
the end of the jeai oi with any quarterly statement which they piepare foi 
any purpose, theie may be some window-dressing In an^ case particulars 
for one day do not allow the position to be gauged coiiectly, and I think it 
16 desirable to secure the figuies for a series of jears to indicate whether 
the deposits and advances are on the wane or on the increase Considering 
the importance of the enquiry and the many conclusions, which would neces- 
sarily arise out of these figures, I am sure neither the Chairman nor the 
Vice-Chaiiman would choke off a request for information and that every- 
thing will be done to secuie these figures for more than one date 

I am not at all clear as to what you intend to wiite in paiagiapli 3 If 
mfoimation is not available as to what percentage of then total deposits in 
India are monies belonging to Indian constituents, and also what percentage 
of their advances in India, or imestinents m bills etc , aie made to Indian 
constituents, it would not enable 1;he Committee to come to a decision on 
what I conceive to be one of the most impoitant issues before them That a 
Committee on which so much public money is going to be spent, should f^il to 
give a decisive guidance to the countiy, meiely because the Chan man oi the 
Finance Department aie nervous of insisting on definite mfoimation being 
given by Foreign Banks enjoying business advantages and the protection of 
Indian law, would be most unfortunate I, theietore, trust that you wall 
re-iead all the commumcations, w^hich you have sent down on this subject 
seeking this mfoimation, and if your pievious communications admit of any 
doubt as to what is desired, I have to lequest you to take immediate steps 
to clear up the mattei so that the desired mfoimation may be a\ailable in 
time 

"With regal d to youi paragraph 4, as intimated m my previous letter, I 
have to request you to let me know — 

(1) Whethei the India Office has appi cached the foreign banks at all 
foi information, 

(2; Whether the foieign banks have refused to suppl 3 ’' figures according 
to the request by ^ou to the India Office made about twelve 
months ago, 

and it IS \eiy stiange that the India Office autlioiities should not have com- 
municated with the Chan man of the Committee whethei they have made the 
effort, and, if so, whether thej Iiaie failed in that effoit to get the necessary 
figures from foreign banks If you now write to the Chainnan not to 
approach the India Office with legard to this because the Finance Depart- 
ment in India is going to take it up, I fear the position of the Committee 
will be that it will be sent from pillai to post for iinpoitaiit mfoimation, 
which the Goi eminent of the country ^ ought to be able to get, and I trust 
that at the eleventh houi it will not be uiged that the information is not 
available 


Letter dated 22nd Decemher 1930, tiom Mi Mamt Suhcdar, to the Secreta'ty, 
Indian Central Banling Enquiry Committee 

Some time ago I had lequested jou for several papers lolevant to the 
enquiiy for some of which I had fiequently reminded vou I shall be, there- 
fore, obliged if you wnll let me know A\lien I can expect to receive these 
papers, or, if such papers are not available whethei vou have wrritten to the 
Finance Department for them and they have refused to let you have them 
As fai as I remember some of the papers mentioned to j on are as follows — 

(1) Correspondence between Government of India and the Secretary of 

State on the question of the Central Banking Institution between 
1900 and 1903 

(2) Do do do do m 1912 
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/i) Repiesentation by the Exchange Bankers’ Association or any indui- 
dual Exchange Bank to the Go\oinment of India in 1919-20, and 
1920-21 m connection \utli the piopocod amalgamation of the 
Piesidency Banks 

(A) Do do it anj time iftei 1926 nhen the question ot 

the Keseue Bank ivas being considoied In the Fin nice Depnit- 
lueiit 

(5) Cuculai issued by the Tmpeiiil 13 ink of India to its slnielioldeis 
lehtno to the tenns which were being ofioied oi discussed with 
the Go^einmont of ]ndii in connection with the Hesene Bank 
Bill 

(5) Vohnno of evidence placed befoie the Babmgton-Snuth Committee 
Thanking jou m anticipation 

[T jegret that papers undei (3), (t) and (")) weie not unde aiailablo — 
jMami SunrnAK ] 


Lctfci dated the 20th Fehuicn^i lOSl, tioin Mnnn Fubfdar, S J{ 

Farlai, It K Shnmmitlhaw Ghetfi/y G K Driadhai and ilulhiar 
Sinqh, to the Sccietaiy, IiuUayi Cditral Bani niq JJvqiuiif Counnittce 

Be information fiom the Exchange Bulks 

We are of opinion that the infonnition called foi in tlio coni«^e of dis- 
cussion of tlie Committee and otheiwise should he nude niaihhlc is eailj as 
possible The infoimation asked foi is with logiid to the position of the 
Indian business of each of tlio banks woiking in tins counti\ and m the 
inattei of deposits and cash for foni dates in the in oiclei to obinte 

the seasonal factor 

Wo do not legal d as siiflicient the iciSon wliuh is heing gueii foi not 
guing the infoimition sepaiatch foi eich institution ind foi not supphing 
statistics explicitly and fiill^ We icgaid the statoinoni which purports to 
gne peicentagcs of bills ui foioign trade foi Indians and non-Indians as 
misleading, and the absolute figuios on the stiength of winch tliese peicent- 
ages have been calculated, should be giMui to the CDinnuttee Similarly fud 
liaiticiilais of the actn itios of institutions othci than Bntish woiking in this 
counti\ should be foithconnng 

We would lequest that a foimal comnnnucation undoi the signature of the 
Cliaiinian should go to eicli of the nineteen institution^ woiking in thi** 
coimtn with the lequest foi this infoimation, and a copt ot siuli connniinica- 
tion with leplies lecened fiom each ot thc'^o institutions should ho cin ulnted 
to membeis ind should go on the lecords of the Coinmuuo 


Note by the Vicc-Chanman, Sir Pursho^avida^ Thahvrda^, dated 2^/fh February 

1931 

Mr Siibedai raised this question foi tlie fust time In his lettoi daW the 
17th Octohei 1930, enqiuung what was being done with legaid to Bxitish 
Exchange Banks and non-Bntish Banks in the mattoi of collecting the neoes- 
sai 3 detailed infoimation vith legaid to deposits uid advances of the 
Exchange Banks and otliei foieign banks woikmg in this coiintn The 
Secietaxy leplied to liini as pei his lettei of the 20t]i Octobei 1930 tliat the 
India Office had been icqnested to olitain figuics iiom the Biitisli B^change 
Banks nndei cei^tain heads and tliat it would be difficult foi the India Office 
to get similai information from non-British banks who hue not got then 
head offices m London To this letL^i Mi Subedai sent anothei lettei dated 
the 23id Octobei enquning wh^^thei the Chniman would lot him ^ee the 
'Coiiespondence in connection with this and let liini know wheie the difficulty 
airises In the last paingiaph of the said lettoi he leqnested the Chan man 
to let the sub-Committee appointed to diaft the statement on the Financing 
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ot Foieign Tiade know the result of Ins confeience ^Mth the India Ofiico on 
tins subject The Secietaiv in his lettoi dated the 3id Jfoiembei mfoimed 
111 Subcdii fh.it the infoimation legaiding iion-Biitish banks had been 
apjdied foi and in paingiaph 4 of the siid lettei ho comnumicaied to him 
that the Chan man nis being infoiiued in London that he need not discuss 
the inattei nith tlie India Office as steps neio being taken bi the Secretaiy 
to obtain the bguies ot the non-Biitish banks in India itself In his fuithei 
lottei of oth Novembei Mi Subedai asked to be infoiincd wliethei the 
foreign banks had lefused to snpplj the figiues according to leqnest made by 
the Secietai*^ to the India Oflicc about 12 months hack This leqnest made 
to the India Office about 12 months ago had lefeience to ceitaiu decisions 
ai rived at b\ the fust snb-Coinuiittee on Financing of Foicign Tiade nliich 
met at Cilcutta and nhich n anted infoimation legaiding the extent to 
i\hich Exchange Banks take pait in the financing of local industnes, internal 
trade and ngncnlture The snb-Comniittec n anted the infoimation to bo 
obtained from the Chmniiii of the Exchange Banks’ Association, Calcutta, 
and m reph to a lottei sent to him hy the Secretary , the lattei n as informed 
that those details should be obtained coufidentiall;^ thiongh the India Office 
by the Biiector-Gcncnl of Coinnieicial Intelligence and Statistics, in the 
same naj as he obtained statistical tables relating to hanks in India published 
b\ him The Dnectoi-Geneial Commercial Intelligence, informed the Sccie- 
tar\ that ho had mitten to the India Oflue hut had not iccened a leiilj 
This matter was mentioned in Cemmittee In the Cliaiimnn m Boon i befoio 
ho sailed fox London nho luithei explained that the goneial infoim itioii 
isked for b\ the fust suh-Comnnttec h ul been supplied b^ tlio Exchange 
Banks’ Association In means of then mitten and oial cMdcnce and that 
he ivould considci nhat further hguies should he collected It nas after 
tins that the lettei to the India Office nas issued isknig foi ceitaiu spccilic 
figincs legarding ad\ances and deposits of Biitish Exch.ange Banks 

2 As suggested bv Mi Snbedai himself m the list jiiiagiaph of his 
lettei of the 23id Octohei, I vhon presiding o’ler the meeting of the second 
5 ub-Committee on Fniancmg of Foieign Tiade on 30th Novcmhei 1930, put 
the nhole coiicspondence up to that date hefoie the suh-Comnuttoe and got 
tiio siib-Commiitee’s mom on this question The suh~Conimittee tnianimousU 
v^ere of the opinion that the ofToits that had been made np to then would 
meet the requnements of the Committee and nothing fuithei nas leqiiiicd 
to be done It is tine that Mr Snhedai was not piesent at that meeting 
but it was not possible to change the date of the meeting, eiei bo much 1 
ma% have liked to do so to suit Mi. Suhedai’s conicnienco The figincs 
available in connection with Biitish Exchange Banks ha\e already been cii- 
cukated The figiiies icgaiding non-Biitish Exchange Banlis are with the 
office and the Sccietaiv is waiting for figincs xegaiding three hanks, wdnch 
may be expected to be on then waj fiom London to India The Secie- 
taiy tells me that there has been a mistake legaiding tlie dnection of these 
figuies by the non-Bntish banks to the India Office instead of sending them 
diiect to the Secret a r;^ here 

3 The peicontago shires of Indians and jion-Tndiins m foieign tiade was 
a thing winch was discussed in Pooni Mr Bucklej loliniteeied to get 
infoimation of the pei tentage shaie of Indians and non-Indians foi all-India 
together It was pointed out that this would gue an incomplete x^icture as 
diffeieut percentages of different hanks could not be tabulated togethei 
Mr Buckley tried to get sepaiato figures foi each bank indimduallj The 
percentage figuies obtained in this v^ny haie already been supplied to the 
membeis Mi Khaitan promised to send a statement showing how the Indian 
Chamber of Commerce have armed at their figures This has been received 
and IS being examined by the Joint Secietaij" 

4 The only new point in the letter from Mr Subedar and five other 
members of the Conuinttee is that figures legaiding deposits and cash should 
be obtained for foin dates in the veai instead of one m older to obviate* 
the seasonal factoi Tins same point ms consicleied by the suh-Committee' 
on Financing of Foieign Tiade that'^met ht Poona and the;^ agreed with me 

MIXOKITY HLPOFT Q 
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that there is no use tloubling the Exchange Banks foi more figures as it may 
delay the submission of e\en iiecessai^ hguies T ha\e leason to believe that 
some other membeis of tlie Committee besides those vho ueie present at 
Poona at the Foreign Trade Sub-Committee meeting held the same opinion 
Houeiei, it' is open foi the Comnlittee now to decide y bethel theV'wish to 
pi ess for tliese figuies 

5 In the second paragiaph of this loint lettci a doubt has been thiown 
on the accuiac 3 " of the peicentiges gnen Tlie Committee maj considei 
how to pioceed if this feelilig of doubt is shaied by the Committee The 
signitones to the joint lettei Ime lathei oiei looked the fact that the pei- 
ccntages that aie given aie both foi Biitish and non-Bntish banlis and 
theiefoie the last sentence in tins second paiagiaph of the lettei appeals to 
ha^e been wntten undei a imsappiehension 

6 In \iew of the above, tlie question of making a formal communication 

oiei the signatuie of the^ Chaiiman haidh aiises until the Committee ha^e 
decided the question laised in the joint lettei , 


Letter^ dated the 20th March 1931 j from Mr T Eamadas Paniulu, to the 
Secietaiy, Indian UcnUal Jiunlmq Enquiry Committee 

With lefeience to the papeis ciicnlated h} you on 27th FebiUar^ 1931 
inviting an expiession of opinion on Mi Manu Subedai’s leqinsition ic 
obtaining ceitain infoiinatioli fioin the Exchmge Binks, I ha\e the honour 
to state as follows — 

The infoimation asked for seems to me to be ceitainly lelevant to the 
enquiiy What use the memhei was going to make of it aiid in what iiannei 
it would help the Committee is another inattoi How the fiist sub-Comimttee 
appointed to deal with the Finance of Foieign Tiade pioposed to obtain 
ceifcnin infonnation and the new of the second sub-Comniittee that no furllici 
efloi't should be made to obtain the information do not to in> mind dispose 
of the light of the nieiubei to press on the Cominitteo as a whole the need foi 
the infoimation 

I feel that in the ordmaiy couiso the lequost of the membei might ha\e 
been passed on to the concerned Banks with n lequest to let the Committee 
know' whethei the Banks weie willing to fuinish the information oi not, and it 
wrilhng to what extent and when A neg itive answxn directly from the banks 
would peihaps have served the puipose which the member had in view in 
some way though not in the sime wa^ as if the infoimation was ininished 

On the whole my new is that the piocedure adopted in dealing with 
Mr Mann Subedar’s request is not justifiable 

[Mr Mukhtai Singh wiote I agiee ” ] 


Letter dated the 9th Mai eh 1931 , fiom Mi Manv Suhedar, to the Secietaiyy 
Indian Ceniial Banhnq Enqmiy Committee 

Fuithei to m> seveial lettei s on the subject of infonnation from foreign 
banks woiking ih this counti^^, I have to lequest von to socuie me the fol- 
lowing infomation — 

(1) The number of depositors w ho ha\ e — 

(a) cuiient accounts, and 

(b) fixed deposit accounts, 

\\ith the 19 foieign banks working in India on any date, for 
which this infoimation is mailable 

(2) How man> of these weio Biitish, non-Biitish foieigueis, Indian, or 

companies legistered in India 

I consider that it is impossible foi any Indian to be assured with regard 
to the existnlg position of foieign banks in this coimtij without infoimation 


* This letter has not been iecei\ed by the Secietary — X K A 
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'of the kind; which I have asked foi The refusal of the foieign banks to 
place this information at the disposal of the Oommittee vould be on a pai 
with the lelusal of a paita in a laiv suit, who possesses leleiant documents and 
who, on being called upon to pioduce them, does not pioduce them, pe^ 
mitting full adieiso infeience against him 


Letter dated the 10th Maich 1931, from (he Secretaiy Indian Ccntial 
Ban] inq Enqiniy Gomnittiec, to j\h Mann Snhedai 

With lofeience to ^o^n icttei on the subiect of infoimatiou fiom foreign 
banks, datod the 9tli Much 1931, T beg to infoim jou that the Chaiiman 
pioposos to bung the mattei foiuaid befoie the Committee uheli the Com- 
mittee discusses the Icttoi sigiod h\ cert nn membeis of the Committee, dated 
the 20th Febiuaii 1931, on the same subject 

[This u as the last 1 heai d about this matter I liai e no knowledge 
uheiher this matter was e\ci In ought bcfoie the Committee and whether the\ 
came to an\ decision on it — jMvxt StjnrDAn ] 
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ANNEXURE II 

ANSWEES TO ME MANTJ SUBEDAE’S QUESTIONS 

Q 2— -Rate at ^Unch banks aie t iking deposits foi (a) three months, 
(b) SIX months, (c) one a car 

^ — Eepeiids on the tiond of the nione^ iiiaikct, whethei nioio oi less* 
than Beichsbank rate is ofleied This tiend changes fiequentlj Without 
tiend the lates ^^o\lld be appioximateh («) to {c) 1 pei cent below bank late, 
rising to bank late, the longci the teini 

Q 2 — Rate at which banks gne advance as — 

(a) cash ci edits (il tlie^ exist in ;yoni countij), 

(b) loans nnseciucd, i c , clean ad^ance, 

seemed loan against (1) Go\crninont securitj', (2) propel t^, (3) 
Block as collateial 

1 — Foi piivate oi coinmeicial customeis (a) to (c) 3 pei cent abo%e 
bank late foi Reichsmaik — loans, between banks clean or 
against collateral on listed secuiities, accoiding to market late 
which 'iniics permanently 

Q 3 — Eate at which (a) cnstomei can get Ins bill discounted, (b) bank 
can get bill lediscounted 

4 — Eeichsbank discounts onl> at bank late Banks discount to customer 
aiound bank lato, gcncially a little low ex according to market, Banks for 
banks slighth lower 

Q 4 — ^Eato of Meld on Goieinmont Treasiiij Bills 

4 — 3 montliE-bills somewhat below bank lato with %anatious for 6 months* 
or 12 months bills accoiding to maiket 

Q 5 — Rate of Meld on Go\ eminent papoi 

A — If “ paper ’’ means long tenn bonds, tho question cannot bo 
answeied foi Geimany because owing to genoial and special conditions 
vaiiations in the last jeai ]la^o been Inge, and shoitci ind longer terms 
Cannot be compaied Piesent jield would in case of now say 3 to 5 years 
loan piobabh be between 6 and 7 pei cent 

6 — Bank late of the daj 

4 — 5 pel cent 

OTTO JEIDELS 


Money Sates in Canada 

Q 1 — Rate at which banks aie taking deposits foi (a) tlnee months, (b) 
SIX months, (r) one >ear 

A — 3 pel cent all lonnd geneial 

Q 2 — Rate at which hanks give advance as (a) cash credits (if they 
exist in loui countiy), (b) loans unsecured, f e , clean adiance, (c) secured 
loan against (1) Goi eminent secuiitj, (2) pioperty, (3) Block as collateral 

4 — X B C usual late 6 per cent 

Q 3 Rate at which (a) customer can get his bill discounted, (b) Bank 
ean get its bill ledisconnted 

A — A 6 pei cent at Ins ow n Bank 

B No lediscount maiket 

Q 4 R'vte r»f yield on Go^ eminent Trensur;^ Bills 

4 —No regulai Tieasuiy Bills 

Q 5 Rate of yield on Government paper 
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A If long term Bonds meant the last loan issued few months ago was 
^on 458 per cent basis 

Q 6 — Bank rate of the day 

A ~]So Bank lat-e as no Cential or Reserve Bank 

G C OASSELS 


Hates xn England 

Q ^ ^Rate at which hanks aie taking deposits for (a) three months, 
(D) si'v months, (c) one yeai 

A —(a) 25 to 23 per cent for sums oi ei £50,000 *) 

(b) 22 to 3 per cent foi sums ovei £50 000 > Ordinal Deposit late 1 

(c) 3 per cent for sums over £50,000 J pei cent 

Q 2 — ^Rate at which banks gue adiance as— 

(a) cash ci edits (if they exist in jour countiy), 

(b) loans nnsecuied, ? c , dean advance, 

(c) seemed loan against (1) Goieinment security, (2) property, (3> 

Block as collaternL 


A — (n) 4 per cent (Warehouse leceipts) 

(b) 3 per cent to 4 pei cent 

(c) (r) 3 to 31 per cent. 

(it) 4 per cent 

'(lit) 34 to 4 per cent 


1 

$ 

* These lates aie foi laige loans, 
r the othei loans aic at 4 to 5 
i pei cent. 

j 


Q S — Rato at uhich (a) customer can get his bill discounted, (b) bank 
cm get xis bill lediscounted 

A — {t) Trade bills 3 to 4 per cent bank acceptances Eine bill rate 2 
ifor 3 months 


(ri) A Bank can discount its acaeptanco at 2 5/32, the rediscount late 
a^ the Bank of England is 3 per cent. , foi this purpose bills require the 
signature botli of the acceptor and the discounter 

Q 4 — ^Rate of yield on Governnienl Treasury Bills 
A — Probablj ^ above fine bill rate. 

Q 5 — Rate of yield on Government paper 

A ^ — Short Bonds about 22 pei cent Long term loans about £4-8-0 per 
fCnnt 5 per cent ^Wai Loan (which is eligible to be paid off and is priced at 
104) about £4-14^0 pei cent if not repaid before 1945, if it were paid off 
ithis ^ea^ tho yield ^\ould bo about £1-2-0 per cent 
Q G — Bank late of tho day 
A — 3 per cent 

B CURRIE 


Bates xn Holland 

Q I — R'tte at ulnch banks aie talang deposits for (a) three months, 
(b) SIX months, (0 one jear 

4 — The conditions of the present accounts are not exactly known by mo 
so that the figures nie to a certain extent based on valuation, (a) 1 per cent , 
(b) 15 per cent , (c) 3 pei cent 

Q 2 — ^Rate at which hanks give advance as — 

(a) cash ci edits (if they exist in joui country), 

(b) loans unsecuied, x e , clean advance, 

(c) seemed loan against (1) Government security, (2) property, (3) 

Block ns collateral 

A — 2 An answer to tins question is not possible since the rates depend on 
canons circumstances and vary permanently Cash credits against first class 

JjriNORITY mPOKT 51 
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secunties may under present circumstances be expected to be available at 

a rate of 4 pel cent , n j + j /; \ t> i 

Q 5 —Rate at ulncli (a) customei can get liis bill discounted, (6) Bank 

can get its bill rediscounted 
A —3 (a) 14 per cent 
(O) 21 pel cent 

Q ^ — ^Rate of yield on Gm eminent Tieasuiy Bills 
A — ^13 per cent 3-moiitli bills 2 per cent 6-montb. bills 
Q 5 —Bate of yield on Government paper 
A — 34 per cent 12-montli notes 
Q 6 — Bank rate of tbe day 
A — per cent 

- ^ R .T A TBTP 


Foieign BanLs — Legal Scstricftons 

Q jf —What IS the number of foieign banks operating in jour country? 

A Canada None unless Barclajs Bank (Canada) Ltd , may be counted 
a Foreign Bank England Numeious Holland Numeious EuUli East 
Indies —Numerous All similar to Exchange Banks Germany None— no 
legal restiictions 

Q 2 — Aie any restrictions of any kind placed on the woikmg of such 
hanks ? 

A —The Secietary of Oential Banking Enquiry is piepaiing a memoran- 
dum 

Q 8 — Wliat IS the magnitude of the deposits held by these foreign banks 
and what is the percentage of such deposits to the total banking deposits 
in the country? 

A — ^No figures available 

Q 4 — ^Are these deposits Higely from the nationals of the country or 
fiom foreign nationals? 

A — Banks take deposits fiom both, cuirent account being mainly from 
own Nationals and for time deposits they compete in the open market 

Q 5 — ^Are the loans made by such banking institutions using such depo- 
sits laigely to the nationals of the country or to foreign nationals? 

A — ^Deposits are largely used for tiade with the countiy where the 
banks operate and for othei foreign trade 

Q 6 — What are the holdings in foieign currency of the Cential Banking, 
Institution of vour countiy? 

A — Canada No Central Bank England None published but negligible 
amount Holland On 29th Decembei 1930 investments in Foieign Exchange 
and balances Abroad 293,000,000 floiins — in Inland Bills, Loans and Advances 
148 050,000 florins Thus Foreign Investments were almost 200 per cent 
of Home Imestments Dxitch East Indies On 11th October 1930 investments 
111 Foreign Exchange and balances Abroad 71 371,000 florins, 7,93,00,000 
Rs — in Inland Bills, Loans and Advances 67,162,000 florins, 6,35,00,000 
Thus foreign investments weie nearly 125 per cent of Home investments 
Geimanv 1 On Decembei 15th, 1930 investments in Foieign Exchange 
550,000,000 Rms =37 crores lupees in place of gold — being part of cover for 
notes issued 2 Fiee balances of shoit term investments Abroad on Decern- 
bei 15th, 1930 about 25 croies lupees 

Q 7' — Do these holding lep resent leseive against note issue oi other 
foims of cunencv or do thev represent loanable capital invested abroad? 

A — Holland All fiee balances, one held as lesone against note issues 
Germany Limited part (see statement) held as covei — ^Further balances avail- 
able for investments in foreign markets callable at shoitest notice 



Q 8 — ^Aie these curxencies used to prevent gold fiom leaving this conn- 
'try? 

A — ^Yes 

Q 9 — ^Is the Exchange sold hy the Central Institution foi this purpose 
and if so is it under law and regulation or mere banking conventions and 
convenience ? 

A — No law or legulation — Cential Banks Act accoiding to best judgment 

Q 10 — Are you awaie of any restiictions on the banks of your nationality 

any countries abioad and if so will you please indicate the object of such 
^restrictions and its nature and the manner in which it works? 

A — See Secretary’s memorandum 

Q 11 — Have any banks been established by important interests in your 
countries, in countries abroad, legisterel under the laws of those countries? 

A — Canada Yes England Yes Solland No Geimany Very large- 
ly before the AVar 

Q 12 — ^What IS the object of such registration and how does it operate 
in piactice to the advantage of the nationals of your country? 

A — Object IS eithei to comply with the law or fiom matters of policy to 
attract business — or to restrict the obligation 

Q IS — ^Are any banks in youi country called Exchange Banks? Even 
if they are not called by this name, are there any hanking institutions 
which you can compare with what are known as Exchange banks in India? 

A — Only called Exchange Banks in Dutch East Indies The title of 
Exchange Banks is yery misleading Foreign Banks wheie established in 
-own countries do much the same business as the so-called Exchange Banks 
in India 

Q 14 — ^Will 3 oil please lay on the table a copy of any laws operating m 
your country in the matter of regulation of banking indicating the diiections 
in which the State has found it necessary to safeguard the hanks as well as 
the public with regard to the operations of hanks generally ? 

A — Only Bank Act of Canada available The Secretary could collect other 
Bank Acts 
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ANNEXURE III 

Confidential 

® ® 9j Quffnswai, Nf^\ Delut, 

The Slst March 1931 

Dtvn Sni Bhdpenduakath Mitpa^ 

Banking Enqcihi CoAiAUTTrr 

It has beon biougiit to in\ notice that in tiio course of the ONammation 
of the lepresentatnes of the Bengal Chamber of Commerce, it Mas suggested 
that a supplenientan memoniidum on the various points iiiulcr consider-, 
ation might be of value, but that no such inemoiandum has boon sent in 
I am afiaid that at this stage it onlj lemains for me to e\plc^s nu rogiet at 
finding that no action vas taken in this coniiei non b> the outgoing Com- 
mittee of the Chamber . . , , 

I understand that oui assist nice uas sptcialh nought in tuo geneial 
matteiE— hr-^tlv, toiiards allajing the distuibod fi clings in the minds of the 
Indian commercial community, and sccoiidlv, tow aids lightening the task of 
jour Committee 

As regards the first point, I should like to tike this opijorlunify of ox- 
piessing satisfaction it xhe happv termination of the loicnt loincrsations 
between the Ticoios and Mi Gandhi and T v i-^h to assure join Committee 
that it IS the eaincst desiit of m\ Ch imln r to take adinntige of the im- 
proved atmosphere to cicate bcttei lel.itiom between Euiojicnn and Indian 
comineicinl bodies 

I mip:ht also iiiontion lint my Cliainlin rrapondod to the lerent 

imitation of the National Oliamboi of Cornrnorco to tbo 

juto cnsis, and it ^n\e us <!:ieat jdeasine to ‘•oncl niMt ituuis to if'prc'^^ntatiro 
Indian Cbnmbcis to the anninl ineotin;:^ of the \«^onntod Ciiamber<? in 
December and of the Benpinl Chambei in j>brnar> uekomecl the 

presence of the Picsiclorit of the Tnclian Chamber at both Tnoctme:s 

As regard*^ the solution of youi ronuuittte’t, problems 1 do no^ 

eee at the moment that no can loiulor an> usoful arhice m infonnntinn 
beyond that ahead} penen If as a lesulfc of the public itinn of %our report^ 
it appears that nn Chatubot is able to tnhe inn ])rartical part in the 
achievement of vour objects, I pm sure that tho pioposals ^n!l receive the 
most svmp ithotic consideiation of mv romnnttee 

Ml Cook, v\ho v\ns the roprosontatno of tlio D\chnn^:c Banks Assocntion 
on the Chanibei Committee Inst vear» j:;nve on) eiidfiue on befnilf of both 
my Chambei and the Exchange Banks Association and ins succe'^sor on the 
present Chambei Committco informs mo that tlie latter bodv fulh endorse 
the sentiments expressed in tins letter I also understand from him that, 
ns promised In Mr Cook in Poona, topics of the Exohnnjxo Banks’ Rules of 
business have been ni ido more froolv nvaiinhie to the public and thnt v\ith 
the axipioval of the London Association o\civ support is honig Riven to 
Indian Insurance Companies 

If jou can suRgost ain^ fuither v\av in v\lnch 1 can as<^jst }ou T shall bo 
glad to do vihat I esn 

Your’? sincerelv, 
fSd) P H BROAVNE 

Sir Bhupondra Natli Mitia, Iv C vS T , IC C T E C B E 

Non Delhi 

IndiQi} CcniTal Haul ino J^uoinr}/ Comm? /fee 
The onclo^d letter from Mi P IT Btouno. Presulout of the Bengal 
ynamber of Commeice, is ciiculntcd under the oulors of the Chaiiman who 
ucsires that the letter should be treated confidential 

K 0 SETH, 

For Secretary 


New Delhi, 

The 28th March 1931 
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SUMMARY OF RESOLUTIONS AGREED TO BY THE MEMBERS OF 
THE EXCHANGE BANKS ASSOCIATION IN BOSIBAY, AND IN 
FORCE ON AND AFTER 1ST DEGEilBER 1930 

1 Hours of Business — ^The Fours duimg wFicF business in Exchange 
may be transacted thiougb a Biokei are — 

On Mondays, Tuesdays, Thuisdays and Fridays 10 a xc to 1 p k and 
2-30 p 3j: to 4 p 31 

On Wednesdays and Satuidays 10 a ai to 1 p m No business may be 
enteied into on Sundays and Holidays 

2 Bullion as a commodity may be bought, or sold, at any time on any 
day in the local maiket at a luiiee puce 

Bai gold and/oi gold com pui chased foi foiwaxd deliveiy is to be paid 
for ono 01 two days pnoi to the day of departiue of the Mail, if tendered 
earliei, interest at Impel lal Bank rate is to be charged Bar gold and/oi 
gold coin tendeied on Mail Day is to be tieated as for the following Mail 
and inteiest charged accordingly When buying Bai Gold and/or gold com 
the Banks are to lefuse to gue the option of deliveiy of Bank Bills in the 
contiact 

In all contracts made b\ the Associated Exchange Banks for Bai Siher, 
Bar Gold, Soveieigns or otliei Bullion sold to aiiiie the longest time given 
for taking delneiy aftei aiiival shall be seien days 

Interest on Bullion shipments to India shall be chaiged at Bank of Eng- 
land rate uith a minimum of 4 pei cent pei annum 

Inteiest on duty, dealing cliaiges, and otliei incidental expenses shall be 
charged at not less than Impel lal Bank rate 

3 Paying foi Bills — 

Ready Bills are bilh deliverable not later than fiist Mail and unless 
otherwise stated on the contract shall be payable as Mail Bills 

Fon\ard Bills — ^All bills bought for a later delivery than the cm lent 
Mail aie Foiwaid Bills Foiwaxd Bills shall not be bought for 

Cash on Delneiy ” 

All contracts must definitely' state that Foiward Bills aie deliveiable 
within the Mail days of the contiact peiiod 

Until otherwise decided by the Associated Exchange Banks, Friday shall 
be consideied Mail Day, but it is optional on the pait of the paying Banker 
to accept bills on a Satuiday' for that Mail 

Payment foi Forwaid Bills is not due until Mail Dcay but may be made 
not earlier than one day previous to Mail Day with the following exceii- 
tions — 

(1) If Faiday he a Bank Holiday, Forward Bills will be paid foi on the 

last working day preceding Fiiday- 

(2) If Thursday be a Bank Holiday and Fiiday' a working day, For- 

waid Bills mil be paid for on Mail Day 

If forward Bills are paid or passed to credit of cm rent account previously, 
interest is to be deducted at not less than cm rent Imperial Bank of India 
rate 

4 Purchases and Sales of Foreign Exchange either for cash oi forwaid 
delivery, must be paid foi before 3-30 p xt on week days and 1pm on 
Satuidays 

The applicant for T T on London who pays the rupee equivalent befoie 
12 noon on week days or before 11-30 am on Saturdays shall be entitled 
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to expect payi^ient in London on t le same day Latoi ap^ cations are liable 
to be paid in London on the folloiving business day 0 aims for delayed 
payment in London should be adjusted at Bank of England rate of interest, 
With a inmimum of 4 per cent 
pcncdhcs foi Late Dclivciy — 

On Sale Conti acts —Interest at 1 per cent ovoi Imperial Bank of 
India late 

On Pin chase Conti acts —Intel est at 1 per cent over Bank of England 
late 


5 Foiciqn Do 77 iiciIe Bills Payable tn London —Tins class of bill will be 
subject to the following differences in lelation to nppxovccl London Bills, if 
delivered undei a contract made for D/A Ciedit Bills — 

Accepted parable in London or by on demand draft on London 
Demand Bills not less than 
15 d/st to 3 ni/st not less than 1/lC^^ 

4 in/st to 6 m/st not less than l/8d 


Options — Option foi cleluei^ mav be gnen as nndei 


Foi Bills on Em ope othoi than Coast Bills 

Foi Const Bills on Em ope 

Foi Bills in otlioi than Euiopean Cunoncies 


1 cnlendai month 

2 calendar months 
2 calendar months 


Option of delner;^ in sale contracts shall in no case evtend o\er more than 
one calendai month 

In the case of contiacts made tlnough a Bioker nhen more than one 
iitc for bills ivith diffeiont doJneues is monfioned, the contract must state 
the amount and dehier^ against each late 

6 Presentation of Bills on arrival of qoods — A]] bills bought with 
instructions to be piesonted for acceptance or piyincnt on aiTival of goods 
to cany interest until date of acceptance or payment at Bank of England 
rate— minimum 4 per cent 

/ Contracts — (a) Beady Contracis — Read\ Contiacts shall be delnor* 
able — 


(a) as betneen Banks, nithm 24 houis, 

(h) as betneen Banks and JMei chants etc , nithm foui daas 

Contiacts intended foi immediate cash pannent must he clearlv stated 
as for Cash 

(b) Marqtns on Contracts — A Bank is entitled to full delnory under all 
contiacts and to adjust any excess or deffcienc\ at tlie current rate of the 
day, if a pmchase, at cm i out sellmg rate, if a sale, at current biijing rate 
Contracts not taken up are to be settled on the same piinciple 

(c) Tohhrnq Contracts — ^No contiact shall be made nith a Broker as 
piiiicipal, or m a name knonn to be used by the Biokei for the purpose of 
jobbing A Bank must lefuse to gne delneiy to or take delivery from any 
Xiaity othei than the declared principal oi an Excliange Bank 

(d) Contracts m 64th$ of a penny — All business offeiod leady or forward, 
eithei in bming oi sellmg, at rates tantamount to noikiiig m 64ths of a 
penny, that is to say, so much at one late, and so much at 1/32 highei or 
lowei, as the case may be, shall be refused 

Business in Yen, Gold Dollais oi any other Poieign Currency, is not 
allowed in fi actions lower than 1/8 

8 BroKeraqe on Exchange Contracts — The biokeiago on Sterling and 
other Exchange Sales to Merchants shall not bo less than one-sixteenth per 
cent and to all Banks one thiit3 -second per cent 
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No brokerage to be paid on Drafts under £100 oi its equivalent, nor ott 
any contract the brokeiage on which amounts to less than lie 1 

The brokeiage on inland lupee sales shall not be less than 1/64 per cent 

No biokerage shall be paid to others than Biokers recognised by the 
Association 

9 Faymcnt of JB C and A H — The T T and Demand rates for the Cash 
retirement of Steiling Bills are to be fixed from day to day, or as often as 
may be necessary, by agreement between the Associated Exchange Banks,, 
and no Bank shall gi\e a higher or lower rate foi cash retirements than the 
late so fixed Outstanding contracts may be utilised foi this puipose, but no 
biokerage is to be paid by a Bank on any contiact oi portion of a contract 
60 utilised 

Pa'STiient in the form of T T or Drafts of other Banks will not be ac- 
cepted 

10 Parcels nelaUng to hixoaid BiUs — A chaige of Rs 2 pei mensem, oi 
any part i^hereof, is to be made on all ]iarcels relating to Inward Bills 

11 In^manoe on goods 7 elating to Iniiard Bills — The following are the 
rates foi insuiance on the invoice value — 

Three annas per cent per month — minimum Re 1 

12 Pehatc on Iniiaid Bills — If determinable by the collecting Bankei, 
rebate is not to be allowed at any higher rate than 2 pei cent under 
Impel lal Bank of India rate, no lebate is to be allowed unless same amounts 
to 8 annas on each bill 

13 Interest on Past Due Rupee Bills is to be chaiged at 1 per cent over 
the Dnperial Bank of India rate, but nevei less than 6 pei cent whether 
on account of Bombay oi any other Agency, unless authorised by the draw^er 
or correspondent and then only in the case of Bills for Collection 

14 Intel est on Deposits — The interest on Deposits fixed for periods of 
SIX months or longer is to be calculated by the numbei of months On 
Deposits fixed for shorter periods, interest is to be calculated by the number 
of days 

15 Biolerage on Deposits — The brokerage on Deposits and Money at 
Call, shall not be less than 1/61 pei cent per month No lesser amount 
than Rs 50,000 shall be accepted as Money at Call 

16 Money — The lendei of Call Money must call for repayment and the 
borrower must intimate his intention to lepay before NOON on the day on 
which the business is desired to be closed, and payment must be made hy 
noon on that day Money repaid on a Satin da> must be by means of a 
cheque on the Imperial Bank of India unless called up by the lender 

17 Telegraphic Tiansfeis on London — ^The minimum charge for cost of 
telegram is to be thiee words, if sent triple express, four words 


The folloxving ndes in^ force iinih the Eastern Exchange Banhs in London 
also apply to the Bombay Association 

1 Commission on Bills for Collection — It is agreed that foi the simple 
collection of hills, shipping documents, and/or other secuiities, from what- 
ever point received on all places in India, Burma and Ceylon, where the 
contracting Banks are established, a commission of J per cent will be 
charged on all amounts up to and including £250 with a minimum charge 
of 25’ Gd On amounts over £250 the chaige wall he 1/8 per cent 

2 Partial Deliveries in the East — No partial deliveries of goods against 
partial payments of amounts of Invoices to he granted in India, Buima, 
Ceylon, Straits or Java, in respect of any article of meichandise except petro- 
leum (In abeyance until 31st March 1931 ) 
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3 4.ir Ua'il —Outward and Homeward Bills to be sent by Sea Mail only, 
unless the dialers mahe special request that the Air Mail should be used 

With legaid to the sale of on demand drafts l/32d better may be quoted 
than for T T piovided the Brokei^s Conti act or Application Form contains 
the proviso '' By Sea Blail only/' otheiwise Members will quote the same 
rate for on demand ns for T T 

4 Gornmnswri on (hvaraniecs —On Confiimed or Unconfirmed Guainntees 
oi Authorities signed by Tinporteis ivithont recourse, J ]iex cent commission 
to be cliaiged on Bills up to 7 dajs’ sight and for Bills mor that usance 
up to a usance of 3 months’ sight a commission of I per cent to be cliaiged 
Any peiiod in excess of 3 months’ sight to bo charged at the rate of 1/lCtli 
per cent per month Tins chaige to be made vhethei a margin is obtained 
or not 

5 Sccinifics tn Safe Custody — Coimnission to be cliaiged on seciirities 
lodged foi safe custod 3 ' on the vjithchoiral of the sc(nriti€s at the rate of 
i pel cent on the nominal oi paid up Aahic, up to Its 1,00,000 and on any 
excess over the first Bs 1 00,000 the commission to be charged is i per cent 
on such excess 

Documents, Wills, Leases, Insurance Policies, etc , on which no value 
has been placed at the time of deposit mil bo subject to a mminiura charge 
of Rs 5 pel sealed packet also on withdrawal 

6 Periodical Paymenis — On all periodical payments a charge of Annas 12 
per payment to be made in India, Burma and Cevlon, and 1 shilling per 
pavment in London in respect of payments emanating from India, Burma 
and CeyJon 

The followuiq comprise the Associated Exchange Eanls in Powhny 
The Bank of Taiwan, Ltd 

The Chartered Bank of India, Australia and China 
The Comptoir National D’Escompte de Pans 
The Eastern Bank, Ltd 

The Hongkong and Shanghai Banking Corporation 

The Impel lal Bank of Persia 

Lloyds Bank, Ltd 

The Mercantile Bank of India, Ltd 

The Mitsui Bank, Ltd I 

The National Bank of India Ltd 

The Netherlands India Commeicial Bank 

The Netherlands Trading Society 

The P O Banking Coipoiation, Ltd 

The Sumitomo Bank, Ltd 

The Yokohama Specie Bank, Ltd 
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ANNEXTJRE V 

A BILL TO ESTABLISH A GOLD STANDAED CUEEENGY FOE BEITISH 
INDIA AND CONSTITUTE A EESEEVE BANK OP INDIA 

Whereas it is expedient to provide for the establishment of a gold 
standard currency foi British India, to constitute a Reserve Bank of India 
to control the working ot that standard and legulate the issue of bank 
notes and the keeping of leserves with a view to securing stability in the 
monetary system of Biitish India, and geneially to make provisions for 
matters incidental thereto, It is heieby enacted as follows — 

CHAPTER I 

pRELi:aiINARY 

1 Short title j extent^ commencement and duration — (1) This Act may 
be called the Gold Standaid and Reserve Bank of India Act, 1928 

{2) It extends to the whole of Biitish India, including British 
Baluchistan and the Sonthal Parganas 

(S) This section shall come into force at once, and the remaining pro- 
visions of this Act shall come into force on such date oi dates, not latei 
than the 1st day of July, 1929, as the Governor General in Council may, by 
notification in the Gazette of India, appoint 

Piovided that the Governoi General in Council may, by notification m 
the Gazette of India stating Ins leasons for such action, substitute fox the 
year 1929 in this section the year 1930, and may, by like notifications, make 
two further successive substitutions of the years 1931 and 1932 

(i) Chaptei III shall he in force for a pei^iod of twenty-five years and its- 
operation may theieaftei be extended for such fiudiher peiiod oi periods 
as the Governor General in Council may, by notification in the Gazette of 
India, direct 

2 Definitions — ^In this Act, unless there is anything repugnant in the 
subject or context, — 

(a) “ the Bank ’’ means the Reseive Bank of India constituted by 
this Act, 

(h) ‘‘ the Banking Depaitment ’’ means and includes all departments 
of the Bank other than the Issue Department, 

(c) bank late means the rate published by the Bank under section 
47, 

(d) h“ank note means paper money issued by the Bank, 

(e) the Boaid means the Board of Directors constituted in 
accordance with section 9, 

(/) “ geneial meeting ” means a meeting of the registered shareholders- 
of the Bank, 

(g) gold standaid country ” means any country, other than British 
India, from which any peison is at libeity to export gold and in 
which any peison may obtain gold on demand from the principal 
currency authority on payment of the equivalent thereof, as 
presciihed by law, in legal tender currency, 

(h) “ Issue Depaitment ” means that department of the Bank which 

IS charged by section 23 with the conduct and management of 
the note issue, 

(t) provincial co-operative bank*’ means any society which is 
registeied or deemed to be registered under the Co-operative 
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Societies Act, 1912, oi any other law for the time being in force 
in British India i elating to co-opeiative societies and the solo 
business and object of which is the iinancing ot the other 
societies in a pro\inco which are or are deemed to be bo 
registered , 

{j) the Reserve ” means the assets of the Issue Department as 
specified in section 31 , 

(l) '' the Reserve Fund ” means the Reserve Fund referred to in 

section 46, 

(0 “ nipee com ” means siher rupees which are legal tender under the 
provisions of the Indian Coinage Act, 1906 , and 

(m) '' scheduled bank ” means a bank included in the First Schedule 


CHAPTER II 

iNCOnrORATION vSHARI CvriTAn, MANACr'MFXT AND Businfss 

Esfabhshvrenf and tiicorporatton of the licscrvc Jianh of Indm 

3 Establishment and incoiporation of JRcserve JJanL — (1) A Bank to bo 
called the Reseive Bank of India shall be constituted for the purpose of 
taking over the management of the currency from the Governor Genera^ in 
Council and of carrying on the business of banking in accordance with the 
provisions of tins Act 

(2) The Bank shall be a body corporate by the name of the Reserve Bank 
of India, having peipetual succession and a common seal, and shall by the 
said name sue and be sued 


Shaic Capital 

4 Share capital, share registcis and shareholders — (1) The original share 
eapital of the Bank shall be five crores of rupees divided into shares of ono 
hundred rupees each, which shall he fully paid up 

(2) No amount in e'^cess of twenty thousand rupees shall ho issued to any 
one person or to any two or more persons jointly, and no person shall he 
allowed to acquire an interest in the shaio cajntal of the Bank, whether 
held in his own right, or held jointly with others, or lield partly in his 
own right and partly jointly with others, to a nominal value in excess of 
•twenty thousand rupees 

(S) Separate registers of shareholders shall be maintained at Bombay, 
Calcutta, Madras, Rangoon and Dellii, and a separate issue of shares shall 
be made in each of the areas served hy those registers, ns hereinafter defined, 
and shaies shall not he transferable from one register to another save in 
accordance with conditions to be prescribed by the Governor General in 
Council 

(4) A shareholder shall be qualified to be registered as such in any area 
m which he is oidinarily resident or has lus principal place of business in 
India, hut no person shall be registered as a shareholder in more than one 
legister or as a holder of an interest in the shaie capital of a total nominal 
A alue exceeding twenty thousand rupees , and no person who is not — 

(a) domiciled in India, or 

(b) a British subject ordinarily lesident in India or 

(c) a company legistered under the Indian Companies Act, 1913, or a 

society registered under the Co-opeiative Societies Act, 1912, or 
a scheduled hank, or a corpoiation or company incorporated 
by or under an Act of Parliament or any law for the time being 
m force m any of His Majesty’s dominions and having a biancL 
m British India, 
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•jiiall be registered as a sbaieliolder or be entitled to payment of any dividend 
V^n any sltare 

{5) The Board may, at its disci etion, without guing any reason, decline 
to allot shares to anj applicant oi to registei any transfer of shaxes 

(6) The areas seiied by the vaiioiis registers mentioned in sub-section (S) 
shall be as follows, namely — 

(а) by the Bombay register — ^the Presidency of Bomba 3 ’' (including 

Sind), and the Cential Provinces 

(б) by the Calcutta registex — ^the Presidency oi Bengal and the pio 

Vinces of Bihai and Orissa and Assam 

(c) by the Madras register — the Piesidency of Madias and the 

province of Coorg, 

(d) by the Rangoon register — ^the province of Burma, and the 

Andaman and Nicobar Islands , 

(e) by the Delhi register — ^the remaindei of India, including the terri- 

toiies of Indian Piinces and Rulers in India 

(7) The nominal value of the shares originally assigned to the vaiious 
registers shall be as follows, namely — 

(a) to the Bombay register — one hundred and fifty lakhs of rupees, 

(b) to the Calcutta registei — one hundred and fifty lakhs of rupees, 

(c) to the Madras registei — forty lakhs of rupees , 

(c?) to the Rangoon register — forty lakhs of rupees, 

(c) to the Delhi registei — one hundred and tuenty lakhs of lupees 

Provided that, in the event of the shares assigned to any registei not 
being fully taken up at the first allotment, the Board may, with the previous 
sanction of the Governoi General in Council, transfei a portion of such 
shaies fiom that register to another 

(5) In allotting the shares assigned to a register, the Board shall, in the 
first instance, allot one share to each applicant qualified under sub-section (4) 
to be registered as a shareholder on that legister, and, if the numbei of 
such applicants is greater than the total number of shaies assigned to the 
registei, shall deteimme by lot the applicants to whom the shares shall be 
allotted 

If the number of applicants is less than the number of shares assigned to 
the legister, the Board shall allot the remaining shares to applicants who 
have applied foi more shaies than one, and if the number of extra shares 
so applied for exceeds the number of shares so to be allotted, the Boaid 
shall allot them among the various apphcants in such mannei as it may 
deem tair and equitable 

Provided that such allotments shall in all cases he sub 3 ect to the restiictions 
contained in suh-section (2) 

If, after all applications have been met in accordance with the provisions 
of this sub-section, any shares remain unallotted, they shall, notwith- 
standing anything contained in this section, be allotted to Government, and 
shall he sold by the Governor Geneial in Council, at not less than par, as 
soon as may be 

5 Increase, reduction and transfer of share capital — (I) Tho share 
capital of the Bank may be inci eased by the Board with the previous sanction 
of the Governor General in Council 

(2) Every such increase shall be fully paid up, and the aieas to which such 
further shaies shall he allotted and the price at which they may be issued 
shall be fixed by the Boaid with the like sanction 

(S) The Board may deteimme the manner in which an^ inciease of share 
capit«al shall be effected 
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a) The share capital of the Bank may be reduced by the Board, with the 
pievious sanction of the Goi'einor Geneial in Council, to such extent and m 
such manner as may be deteiiniHed by the Bank in geneial meeting 

Offices and Branches 

6 Head office, branches aixd agenote^ —The Head Office of the Bank Bkall 
be established m Bombay, and the Bank shall, as soon as may be, establish 
blanches in Calcutta Madias, Rangoon, Delhi and London, and may 
establish branches or agencies in anj other place in India or, with the 
pieiioiis sanction of the Goveinoi General in Council, elsewhere 

Management of the Banh 

7 Management — The geneial superintendence of the affairs and business 
of the Bank shall be entrusted to a Board of Directors which may exercise 
all powers and do all such acts and things as may be exercised or done by 
the Bank and aie not by this Act expiessly directed oi lequired to be done 
by the Bank in geneial meeting 

8 Quahficahons and d'lsguahficahons for Directoi ^hips — (I) Save as ex- 
pressly piovided in this Act — 

(a) no person may be a Director, who is not or has not at some time 
been — 

(i) actively engaged in agncultiiie, commerce, finance or industry, 
or 

(i?) a diiectoi of any company as defined m clause (2) of section 2 
of the Indian Companies Act, 1913, oi of a corporation or 
company incorpoiated by or under any law for the time being 
in foice in any place outside Biitish India, and 

(b) no person may be a Diiector vho is — 

(i) a government official, or 

(7i) an officer oi employee of any bank, or 

(??z) a diiectoi of any bank, other than a registered society as 
defined in clause (c) of section 2 of the Co-operative Societies 
Act 1912 

(2) The election or appointment as Director of nnv person who is a 
membei of the Indian Legislatuie or of a local Legislature shall he void, 
unless within one month of the date of Ins election oi appointment he 
ceases to he such memhei, and if any Diiector is elected or nominated as 
member of any such Legislatuie he shall cease to he a Diiectoi as from 
the date of such election oi nomination, as the case may be 

9 Compostt7on of the Boaid, and term of office of Direct ois — (1) The 
Boaid shall consist of the following Diiectoi s, namelv — 

(a) a Go\einoi and two Deputv Governors to be appointed by the 
Governoi Geneial in Council aftei consideiation of anj lecom- 
mendation made by the Board in that behalf, 

^6) foui Directors to be nominated by the Governor General in 
Council , 

(c) two Directois to be elected by the Associated Chamheis of Com- 

mei ce , 

(d) two Dnectors to be elected by the Dedeiation of the Indian 

Chambers of Comineice, 

(e) one Director, representing the inteiests of agiiculture, to be 

elected by piovincial co-operative hanlvs holding shares to the 
nominal value of not less than five thousand rupees 
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<[/) eleven Dnectors to be elected on behalf of the shareholders on the 
various registers^ in the manner provided in section 10 and m 
the follovring numbers^ namely — 

( 2 ) foi the Bombay register — ^three Directors, 

( 11 ) for the Calcutta legister — ^three Directors, 

(m) for the Madias register — one Director, 

(Iv) tor the Rangoon register — one Dnector, 

{v) for the Delhi registei — ^three Diiectors, and 

( 0 ) one government official to be nominated by the Governor General 
in Council 

{2) The Governor and Deputv Governois shall devote their whole time 
10 the affairs of tlie Bank, and shall leceive snch salaries and allowances as 
anay bo deteinuned by the Board, subject to any minimum prescribed by 
the Governor General in Council 

(3) The Governor, a Deputy Governor and a Director nominated or 
^elected under clause (ft), (c), (d), (c) or (/) shall hold office for five years, or 

thereafter until Ins successoi shall have been duly appointed, nominated 
or elected and subject to the provisions of section 8, shall be eligible for 
re-appointment, re-nomination ox le-election, as the case may be 

The Director nominated under clause (g) shall hold office during the 
pleasuie of the Governor General in Council He maj attend any meeting 
of the Boaid and take part in its deliberations, but shall not be entitled to 
vote 

(4) No act or proceeding of the Board shall he questioned on the ground 
merely of the existence of any vacancy in, or any defect m the constitution 
of the Board 

10 BlccUon of V^iccfors representing shareholders — (I) The shareholders 
-registered on the vaiious registers shall elect delegates foi the purpose of 
electing Diiectors to represent them on the Boaid, and the numbers of 
delegates shall be as follows, namely — 

(a) for the Bombaj legistei — twenty-four members, 

(5) for the Calcutta register — ^twenty-four membeis, 

(c) for the Madias legister — ten members, 

(d) foi the Rangoon register — ten members, 

(c) for the Delln register — ^twenty-four members 

(2) Every sbaieholder who has been legisteied on a register for not less 
than SIX months immediately preceding the election shall be entitled to 
rote at the election of delegates for the shareholdeis on that register, and no 
shareholclei shall have more than one v^ote 

{S) The delegates for the shareholders on a register shall be elected from 
among those viho are shown on that legistei as having held, for a period 
of not less tlian six months immediately preceding the election, unencum- 
bered shares of the Bank oi a nominal v^aluc of not less than five thousand 
rupees . 

Provided that no person shall be elected as a delegate who is a govern- 
ment official ox an officer 01 servant of the Bank 

Provided j^uitbei that no candidate maj stand foi election, unless he 
has been nominated bv not less than tv^enty of the shareholders entitled to 
vote at the election 

(4) The election of delegates for the shareholders on a register shall be 
held once in evei> fire ye<ais, at a convenient time hefoie the expiry of the 
teini of office of the letinng Directois for the election of whose successois 
the delegates are to he elected 

(5) Delegates shall hold office for a period of five years 
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Provided that if a delegate ceases to be qualified for election under 
sub-section (3), he shall forthwith cease to hold office as a delegate 

(6) A casual vacancy in the office of delegate, in whatsoevei manner 
arising may be filled by the Board from among the shareholders for the 
time being qualified for election to that office under sub-section (8) 

(?) The delegates for the shareholders on a legistei shall elect, from 
among those shareholders, the Directors to represent them on the Board, in 
accordance with this Act and the rules made under section 13 

11 Bemoval of Directors —{1) The Goveinor Geneial in Council may 
lemove iiom office the Go^exnoi, a Deputy Governor, oi any Director nomi- 
nated or elected undei clause (b), (c), (d), (c) or (/) of sub-section (I) of 
section 9, on a resolution passed by the Board in that behalf by a majority 
consisting of not less than fifteen Diiectors 

PioMded that, in the case of a Director elected under clause (c), (d), (e) 
01 (/), such lesolution shall have been confirmed by a majoiity of not less 
than tuo-thirds of the persons piesent and voting at a general meeting 
expressly called foi that puiipose 

(2) A Dnectoi nominated or elected under clause (b), (c), (d), (c) or (/) 
of sub-section (1) ot section 9 shall cease to hold office if, at any time after 
the expuy of one month fiom the date of lus nomination or election oi of 
eighteen months from the date on uhich this Act comes into force, whichever 
is later, he is not registered as a holder of unencumbered shares of the 
Bank of a nominal value of not less than ten thousand lupees, or if he 
cease* to hold unencumbered shaies of that value 

12 Casual vacancies — (I) If the Goveinoi or a Deputy Goveinoi by 
mfiimity or otherwise is rendoied incapable of executing Ins duties or is 
absent on leave or otheiwise in circumstances not involving the vacation of 
his appointment, the Governor Geneial in Council may appoint another 
person to officiate foi him, and such peison may notwithstanding an}’thing 
contained in clause (b) of sub-section (i) of section 8, be an officer of the 
Bank 

(2) A casual vacancy in the office of a Diiector other than the vacancies 
provided foi m sub-section (i), shall be filled in the manner in which, and 
by the authority by whom, the nomination or election of the Director vacating 
jffico was made, and the Directoi so nominated oi elected shall hold office 
toi the unexpned portion of the term of his iiredecessor 

13 Foxier to maLc elechoxi lules — The Governor Geneial in Council may, 
after pievious publication, make lules to provide for all matters for which 
provision is in lus opinion necessaiy oi expedient for the holding and con- 
duct of elections undei this Act, and in paiticular and without prejudice to 
the generality of the foregoing powei, may by such rules pioiide — 

(a) foi the holding of elections accoiding to the piinciple of propoi- 

tional lepiesentation by means of the single transferable vote 
or otherwise as he thinks fit in any case, and 

(b) for the final decision of doubts oi disputes legaidmg the quali- 

fications of 'xny candidate for election oi legardmg the validity 
ot elections 

14 Meetings of the Foard — Meetings of tlie Boaid shall be convened by 
the Goveinoi at least six times in each yeai and at least once in each 
quartei Meetings shall ordinal ily be held in Bombay, but at least two 
meetings of the Board shall he held in Calcutta in each "year 

15 Geneial meetings — (i) A geneial meeting Oieieinaftei in tins Act 
lefeiied to as the annual geneial meeting) shall he held annually at Bombay 
within SIX weeks from the date on w^hich the annual accounts of the Bank 
aie closed, and a geneial meeting ma-\ be coiuened In the Boaid at anv 
otliei time 
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{2) Any sbaieholder shall be entitled to attend and vote at any general 
meeting, and no shareholder, whethei present in person or voting through 
xinother shareholder as proxy, shall have more than one vote 

16 Temporal rj provisions — (1) The following provisions shall apply to the 
first constitution of the Board, and, notwithstanding anything contained in 
'Section 9, the Board as constituted in accordance therewith shall he deemed 
to be duly constituted in accordance vith this Act 

{2) The first Governor and fiist Deputy Governors shall be appointed by 
the Governor General in Council on his own initiative, and shall leceive 
such salaries and allowances as he may deteimine 

(5) The fiist four Directois nominated under clause (b) of sub-section (I) 
of section 9 shall hold office for three years 

(Jf) The fiist four Diiectois elected undei clauses (c) and (d) of that sub- 
section shall hold office for four years 

(5) The first Diiector elected undei clause (c) of that sub-section may 
be elected by all provincial co-operative banks notwithstanding that shares 
have not been allotted, and shall hold office for four yeais 

(6) The fiist eleven Directors representing the shareholders shall be nomi- 
nated by the Governor General in Council after consultation vitli the Local 
Governments, and shall hold office foi two years 

(7) The first elections of Directors under section 10 shall be held before 
the expiiy of the term of office of the Diiectors nonunated under sub-section 
{6)y and the Directors so elected shall hold office as follows, namely — 

(a) the Directors elected on behalf of the shareholders on the Bombay 

register — ^for four years, 

(b) the Directors elected on behalf of the shareholders on the Calcutta 

register — ^for three years, 

(c) the Diiector elected on behalf of the shareholders on the Madras 

registei — for five years, 

(d) the Director elected on behalf of the shareholders on the Rangoon 

registei — for five years, 

(c) the Directors elected on behalf of the shareholdeis on the Delhi 
register — for two years 

Bvstness of the Banh 

17 Business which the Banh may transact — ^The Bank shall be authorised 
to carry on and transact the several kinds of business hereinafter specified, 
aiamely — 

(1) the accepting of money on deposit without interest from, and the 

collection of money for, the Secretary of State in Council, the 
Governor General in Council, Local Governments, banks and any 
other persons, 

(2) (a) the purchase, sale and rediscount of hills of exchange and pro- 

missory notes, drawn and payable in India, and arising out of 
bond fide commercial or trade transactions, bearing two or more 
good signatures, one of which shall be that of a scheduled bank, 
and maturing within ninety days from the date of such purchase 
or rediscount, exclusive of days of grace, 

(b) the purchase, sale and rediscount of bills of exchange and pio- 
inissory notes, drawn and payable in India and beaimg two oi 
more good signatures, one of which shall be that of a scheduled 
bank, oi a provincial co-operative bank, and drawn or issued foi 
the purpose of financing seasonal agricultural operations or the 
marketing of crops, and maturing within six months from the 
date of such purchase oi rediscount, exclusive of days of grace 
provided that the total face value of bills or notes so purchased 
or rediscounted shall not at any time exceed one-fourth of the 
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total face value of all bills and notes purchased or rediscounted^ 
by the Bank up to that time, 

(c) the purchase, sale and rediscount of bills of exchange and pio- 
missory notes, drawn and payable in India and beaimg the 
signatuie of a scheduled bank, and issued oi drawn for the 
purpose of holding or tiading in secuiities ot the Government of 
India or a Local Goveinment, and maturing within ninety days 
from the date of such purchase or rediscount, exclusive of days 
of grace, 

(5) the purchase from and sale to scheduled banks and peisons ipproved 
by the Board, in amounts of not less than the equivalent of one 
lakh of lupees, of the curiencies of such gold standard countries 
as may be specified in this behalf by the Goveinoi General m 
Council by notification in the Gazette of India, and of bills of 
exchange (including ti easing bills) drawn in oi on anj iilace in 
any such countiy, and maturing vvitlun ninety dajs from the 
date of such pm chase, exclusiv^e of days of grace, and the keep- 
ing of balances with hanks in such coiintiies 

(4) the making of loans and advances, repayable on demand or on the 

expiry of fixed periods not exceeding ninety days against the 
secuiitv of — 

(a) stocks, funds and securities (otlier than immoveable pioperty) in 

which a tiustee is authorised to invest trust money bv «anv 
Act of Parliament oi by any law for the tune being lu foice 
in British India, 

(b) gold com or bullion or documents of title to the same, 

(c) such bills of exchange and pioinissory notes as are eligible for 

purchase or lediscount bj the Bank provided that the total 
of the loans and adv^ances against such seem ities as are referred 
to in sub-clause (h) of clause (2) shall not at anv time exceed 
one-fourth of the total loans and ndv aiices made by the Bank 
up to that time, 

(d) such bills of exchange as are eligible for ]}m chase by the Bank 

under clause (5), 

(e) promissoiy notes of an^ scheduled hank or a piovincial co-opera- 

tive bank, suppoited by documents evidencing title to goods 
which have been tiansfened, assigned, hvqiotliecated or pledged 
to any such bank as security for a cash credit gi anted for 
bond fide commercial or trade transactions, oi foi the 
pvirpose of financing seasonal ngricultuial opeiations oi the 
maiketmg of ciops provided that no loan oi advance shall 
be made on tlie security" of any piomissory note such as is 
refeiied to in this sub-clause aftei the expiiv of five years 
fiom the date on which tins section comes into foice, 

(5) the making of advances to the Governoi General m Council repay- 

able in each case not later than three months after the close of 
the financial 3 ear in respect of which the advance has been 
made , 

(d) the "issue of demand drafts and the making, issue and circulation 
of bank post bills made payable on its own branches, 

(7) the pm chase and sale of securities, matin ing within five years from 

the date of such purchase, of the Government of any gold 
standard countiy specified m this behalf by the Governor Geneia! 
in Council b3’' notification in the Gazette of India, 

(8) the pundiase and sale of securities of the Government of India of 

any maturity, or of a Local Govwnment or of a local autliority 
in British India maturing within tfen years fiom the date or 
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purchase piovided that the amount of such securities held at 
any time in the Banking Department shall he so regulated that — * 

(а) the total value of such securities shall not exceed the aggregate 

amount of the share capital of the Bank, the Reserve Fund 
and tivo-fifths of the liabilities of the Banking Department in 
respect of deposits 

(б) the \alue of such secuiities maturing after six months shall not 

exceed the aggregate amount of the share capital of the Bank, 
the Reserve Fund and one-fifth of the liabilities of the Bank- 
ing Department in respect of deposits, 

(c) the value of such securities maturing after one year shall not- 

exceed the aggregate amount of the shaie capital of the Bank, 
the Reserve Fund and one-tenth of the liabilities of the Bank- 
ing Department in respect of deposits, and 

(d) the value of such secuiities maturing after ten years shall not* 

exceed the aggregate amount of the share capital of the Bank 
and the Reserve Fund, 

(P) the custody of monies, securities and othei ai tides of value, and 
the collection of the proceeds, whether principal, interest or 
dividends, of any such secuiities, 

{10) the sale and realisation of all property, whether moveable or 
immoveable, ivliich may in any way come into the possession of 
the Bank in satisfaction, or part satisfaction, of any of its 
claims , 

{11) the acting as agent for the Secretary of State in Council, the 
Governor General in Council or any Local Government in the 
transaction of any of the following kinds of business, namely — • 

(а) the purchase and sale of gold or silver, 

(б) the purchase sale, transfer and custody of bills of exchange, 

securities or shares m any company, 

(c) the collection of the proceeds, whether principal, interest or 

dividends, of any secuiities or shares, 

(d) the remittance of such proceeds, at the risk of the principal, by 

bills of exchange payable either in India or elsewhere, 

(c) the management of public debt, 

{12) the purchase and sale of gold coin and bullion, 

{IS) the opening of an account with, and the acting as agent or corre- 
spondent of, any other bank which is the principal currency 
authority of a gold standard country under the law for the time- 
being 111 foice in that country or any of the Federal Reserve 
Banks in the United States of America, 

(14) the borrowing of money for a peiiod not exceeding one month for 
the purposes of the business of the Bank, and the giving of 
security for money so boi lowed 

Provided that the total amount of such borrowings shall not at any 
time exceed the amount of the share capital of the Bank 
Provided, fmther, that no money shall be boriow^ed under this 
danse from any person in British India other than a scheduled 
bank , 

{15) the making and issue of bank notes subject to the provisions of this 
Act, and 

(16) geneially, the doing of all such matters and things as may be 
incidental or subsidiary to the transaction of the various kinds 
of business hereinbefore specified 

18 Power of dtrecf discount — When, in the opinion of the Board, it is^ 
necessary or expedient that action should he taken under this section m the 
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onterests of Indian tiade oi coninieice, or for tlie puiposo of enabling the 
Bank to perfoim any of its functions nudci tins Act, tho Bank inaj, notwith- 
standing any limitation contained in sub-clauses (a) and (b) of clause (2) of 
section 17, purchase, sell or discount any bills of ovchnngc or promissory notes 
drawn and payable in India and aiising out of bond fide commercial or trade 
transactions, bearing two oi more good signatures and maturing i\itlim 
ninety days fiorn the date of such pui chase or discount, exclusive of da3S of 
grace 

Busmcss which the Baiil wav transact, — Sa^o as otherwise pro- 

vided in sections 17, 18 and 45, the Bank niaj not — 

(i) engage in tiade oi othenuso lia>e a diiect interest in 0113’- commer- 
cial, mdustiial, or other undcitaking, except such interest as it 
may m any va\ ncqunc in the course of the satisfaction of any 
of its claims pio\jded that all such interests shall be disposed cf 
at the eailicst possible moment, ^ 

(j^) purchase its own shares or tho shaics of an3 other bank or of any 
compan3% 01 giant loans upon tho security of an3 such shares, " 
(S) advance monov on moitgngo of, 01 othorv ifc on the 5ecunt3 of, 
immoveahlo property or documents of title relating thereto or 
become tho ovnor of niimo'i cable proper!}", oveept so far as is 
nccessai} foi its ovn business picmises and 1 evidences for its 
officers and sorvants 
(-{) make unsecured loans or ad\nnccs, 

(5) draw or accept bills pavablo oihcruiso than on demand, 

(d) allow interest on deposits or cun out accounts 


CHAPTER III 


Cfntral Bankixg Fuserroxs 

Uclations of the liaiih with the Sccician/ of State tn Couned, the Goirrnoi 
General in Council and Local Gox eminent^ 

20 Olhgation of IJanl to transact Goicrnmenf business — ^Tho Bank shall 
undertake to accept monies for account of the Sccretar} of State in Council 
and tho Governor General in Council and such Local Gov"ornmonts ns may 
have tho custody and mnnogoinont of their own provincial revenues, and to 
make payments up to tho amount standing to tlio credit of thoir accounts 
rospectn^eh, and to carry out their exchauKO, remittance and other banking 
operations, including tho management of tho public debt, on «;iich conditions 
as may be agreed upon 

21 Jianl to haic the riqht to transact Goicrnmcnt bu^inc<<5 — The 
Goreinor General in Council and such Local Governments as may have tho 
custody and management of their own provincial rovonuos shall undertake to 
entrust the Bank, on such conditions as inav he agreed upon, with all thoir 
money, remittance exchange and hanking transactions in India and else- 
where and, in paiticular, to deposit free of interest nil their cash bnlnnces 
with the Bank 

Prov'idcd that nothing in tins suh-section shall piovcnt tlio Governor 
General in Council or any Local Goroinmcnt fiom carrying on monc} trans- 
actions at goveinment treasinios or siih-tioasuiies at places whnic the Bank 
has no branches or agencies, and tho Governor General in Council and iKical 
Goveinments may hold at such tieasunes and sub-treasunos sucli balances as 
they mav require 

(2) Tho Goveinor Geneial in Council and each Local Gnvoinniont shall 
undertake to entiust the Bank, on such conditions as ma\ be agreed upon, 
with the management of the public debt and with tlio issue of an} new loans 
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N^fe Issue 

22 Sight to issue hanh uotcb — (I) The Bank shall have the sole light to 
issue paper money in British India, and may^ foi a peiiod of one year from 
the date on which this Ohaptei comes into force, issue cuirency notes of the 
Government of India supplied to it by the Governor General in Council, and 
the provisions of this Act applicable to bank notes shall, unless a contrary 
intention appears, apply to all cuirency notes of the Government of India 
issued eithei by the Goveiiioi Geneial in Council oi by the Bank in like 
manner as if such cunency notes weie bank notes, and leferences in this Act 
to bank notes shall be constiued accordingly 

(2) On and fxom the afoiesaid date the Governor General in Council shall 
not issue any currency notes oi any other kind of paper money 

23 Issue Department — (1) The issue of hank notes shall he conducted by 
the Bank in an Issue Department which shall be sepaiated and kept wholly 
distinct from the Banking Deiiaitmeiit, and the assets of the Issue Depait- 
ment shall not be subject to any liability othei than the liabilities of the 
Issue Department as heremaftei defined in section 32 

(2) The Issue Department shall not issue bank notes to the Banking 
Department or to any other peison except in exchange for other bank notes 
or for such coin, bullion or securities as aie iieimitted by this Act to form 
pait of the Reserve 

24 Denominations of notes — Bank notes shall be of the denominational 
values of five rupees, ten lupees, fifty luiiees, one bundled rupees, five hun- 
dred rupees, one thousand rupees and ten thousand i upees, and of such otlier 
denominational values, if any, as may be directed by the Governor General 
in Council 

25 Form of hanh notes — ^The design, form and material of bank notes 
shall be such as may be appioved by the Governoi Geneial in Council 

26 Legal tendei chaiacter of notes — (1) Subject to the provisions of sub- 
section (2}y eiery bank note shall be legal tendei at any place in Biitisli 
India in payment or on account for the amount expiessed tbeiein, and shall 
bo guaranteed by the Governoi General in Council 

(2) The Governor General in Council may, by notification in the Gazette 
of India, declare that, with effect from such date as may be specified in the 
notification, any senes of bank notes of any denomination shall cease to be 
legal tender save at an office or agency of the Bank 

27 Se-issue of notes — Any bank note le-issued fiom any office of the Bank 
shall be steiilized and disinfected before le-issue, and the bank shall not re- 
issue bank notes which are torn, defaced oi excessively soiled 

28 Becovery of notes lost, stolen, mutilated or impel feet — ^Notwithstand- 
ing anything contained in any enactment oi rule of law to the contraiy, no 
person shall of right be entitled to recover fiom the Goveinoi General in 
Council or the Bank the value of any lost, stolen, mutilated or imperfect 
currency note of the Government of India oi bank note 

Provided that the Bank may, with the pievious sanction of the Governor 
General m Council, prescribe the circumstances in, and the conditions and 
limitations subject to, which the value of such cuiiencj notes or bank notes 
may be refunded as of giace 


Prohibition of issue of private hills or notes payable to hearer on demand 

29 Issue of demand hills and notes— No peison in Bntisli India otliei 
than the Bank or, as expressly authorised by this Act, the Governoi General 
in Council shall draw, accept, make oi issue any bill of exchange hundi 
promissoiy note or engagement for the payment of money payable to bearer 
on demand, oi boiiow, owe or take up any sum or sums of money on the 
bills, hundis or notes payable to bearer on demand of any such peison 

Proricled that cheques oi diafts payable to hearei on demand oi otherwise 
may be drawn on a person’s account uith a banker, shroff oi agent 
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30 Feiialiy — (i) Any person contravening the provisions of section 29 
shall on conviction bj a Presidency Magistrate or a Magistiate of the first 
class^ be punishable vith fine equal to the amount of the bill, 7nmdt, note or 
engagement m lespect whereof the offence is committed 

{2) No prosecution undei this section shall bo instituted except on com- 
plaint made by the Bank 

Assets of the l^sue Department 

31 The Beserve — (!) The Ileseive shall consist of gold com, gold bullion, 
gold secuiities, rupee com and lupee seciiiities to such aggregate amount as 
IS not less than the total of the liabilities of the Issue Depaitment as herein- 
after defined 

(2) Of the total amount of the Eeseiie, not less than two-fifths shall con- 
sist of gold com, gold bullion or gold secuiities 

Provided that the amount of gold com and gold bullion shall not at any 
time be less than thirtv croies of luiiees m value, and shall not be less than 
one-fifth of the total amount of the Peseive after the end of the fifth year, 
or than one-quaitei of the total amount of the Peseno after the end of the 
tenth yeai, fiom the date on winch this Chapter comes into force 

(S) The lemamdei of the Resene shall bo held in rupee com, Govern- 
ment of India lupee secuiities of any maturity and such bills of exchange 
and piomissoiy notes drawn and payable in British India as are eligible for 
purchase bj the Bank undci sub-clause (a) or sub-clause (b) of clause (^) of 
section 17 oi undei section 18 

Piovided that the amount held m rupee com shall not exceed — 

(a) during the three jears aftei the date on winch tins Chapter comes 
into force, ninety-fi\e croics of lupeos 
(h) during the next three years, scienty-five croros of rupees, 

(c) dining the next foui Bixtj crores of rupees, and 

(d) fifty crores of iiipees thereafter, 

or one-tenth of the total amount of the Resene, whichevei amount is 
greater 

Piovided fuither that the amount held m Goiornnient of India rupee 
'Securities shall not at any time exceed one-fointh of tlie total amount of the 
Reserve or fifty cioies of rupees, whicheier amount is less 

{4) Foi the pin poses of tins section, gold coin and gold bullion shall bo 
valued at 8 17512 grams of fine gold pei lupee, lupee com shall be valued at 
its face '^alue, and gold and lupeo sccunties shall bo 'snlucd at the market 
late for the time being obtaining 

(5) Of the gold coni and gold bullion held in the Reserve, not less than 
seventeen-twentieths shall ho licld in Biitisli India and all gold com and 
gold bullion foinnng pait of tlie Resene shall he lield in the custody of the 
Bank or its agencies 

Provided that gold belonging to the Bank which is m any other bank or 
111 any mint or treasury oi m tiansit may bo reckoned as part of the Reserve 

(6) For the purposes of tins section the gold secuiitios winch may he hold 
as part of the llcseive shall he 'securities of any of the following kinds pay- 
able m the currencj" of an'^ of such gold standard countries as ma% he speci- 
fied in this behalf by the Governor General in Council by notification in the 
Gazette of India, nainelj" — 

(a) balances at the credit of the Issue Department with a bank 

■which IS the pimcipnl cunency aiithoiit:i under the law for 
the time being in foice of such coimtiy, oi with any of the 
Federal Reserve Banks in the United States of America, 

(b) hills of exchange beaiing two or more good sign atm es and drawn 

on and payable at a place in any *iuch country and having a 
maturity not exceeding ninety days, 
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<r) securities maturing Avitliin five years of the Government of any 
part of His Majesty’s dominions which is a gold standard 
countiv or of any other gold standard country siiecified in this 
behalf by the Governoi General m Council by notification in 
the Gazette of India 

Piovided that, for a period of two years from the date on which 
this Chapter comes into force, — 

(i) any of such last-mentioned seciuities may be secuiities 

maturing after five years, and the Bank may, at any 
time before the expiry of that peiiod, dispose of such 
securities notwithstanding anything contained in section 
17 and 

(ii) sterling securities of the Government of India may he held 

as part of the Reserve 

L'lahihhcs of the Issue Department 

32 L^ah'ihties — (1) The liabilities of the Issue Department shall be an 
amount equal to the total of the amount of the currency notes of the Gov- 
ernment of India and hank notes for the time being in circulation and of 
an initial amount of foity ciores of lupees for the purpose of pioviding for 
rupee ledemption, which last-mentioned amount shall he i educed by one 
rupee for every five rupees delivered to the Governor General in Council 
under the provisions of section 34, and shall be increased by one rupee for 
every five rupees received from bim undei section 35 

(2) For the purposes of this section, any currency note of the Govern- 
ment of India or hank note which has not been presented foi payment within 
forty years from the 1st day of April following the date of its issue shall be 
deemed not to be in ciiculation, and the value thereof shall, notwithstanding 
anything contained in sub-section (2) of section 23, he paid by the Issue 
Department to the Governor General in Council or the Banking Depart- 
ment, as the case may be, hut anj such note, if subsequently piesented for 
payment, shall he paid by the Banking Department, and any such payment 
m the case of a currency note of the Government of India shall be debited 
to the Governor General in Council 

• Imtial Assets and Inah^htres 

33 Transfer of assets and hahthhes to the Banh — On the date on which 
this Chapter comes into force, the Issue Department shall take over fiom the 
Governor General in Council the liability for all the curiency notes of the 
Government of India for the time being in ciiculation, and the Governor 
General in Council shall transfei to the Issue Department gold coin, gold 
bullion, gold secuiities, rupee coin and rupee secuiities to such aggregate 
amount as is equal to the total of the amount of the liability so transfei red 
and of a sum of forty cioies of rupees The coin, bullion and securities shall 
be transferred in such proportion as to comply with the requirements of 
section 31 

Provided that the total amount of the gold coin, gold bullion and gold 
secuiities so transfei i eel shall not he less than one-half of the whole amount 
tiaiisfened 


SvijpJv of com, and of different foims of legal tcndci cuircncy 

34 JJehveuj io Government oi surplus rupee corn —The Bank may deliver 
to the Goveinor Geneial in Council all lupee com held hv it in excess of 
the amount iihich the Issue Department is pei nutted to hold as nait of 
the Reseixe under section 31, againat payment of four rupees m bank notes 
gold or gold securities foi eveiy five rupees so delivered 

35 Purchase of mipee com —men the amount of rupee com for the 
time being held in the Resex ve does not exceed twenty-five croies of lupees, 
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or one-tenth of the total amount of the Reserve, whichever is greater, the 
I 3 ank may demand delivery of rupee com from the Governor General m 
Council, on payment of four lupees in bank notes, gold oi gold securities 
for every five lupees so delivered 

36 Obligations of Govcrmneni and Ban\ vi respect of rupee com — ^The 
Governor General in Council shall undeitake not to le-issue any rupee com 
delnered undei section 34 nor to put into ciiculation any nev lupees, except 
thiougli the Bank and on the Bank’s demand, and the Bank shall under- 
take not to dispose of lupee com otherwise than for the purposes ot 
ciiculation or by delneiy to the Goreinoi General in Council under that 
section 

37 Obligation to supply different foims of curiency — ^The Bank shall 
issue lupee com on demand in exchange for currency notes of the Govern- 
ment of India, and shall issue currency notes or bank notes on demand 
m exchange for com uhich is legal tendei undei the Indian Coinage Act, 
1906, and it shall, in exchange foi cuiienc^ notes or bank notes of five 
lupees or upi»aids, supply cuiiency notes or bank notes of lovei \alue 
01 rupees or other coins which aie legal tender under the Indian Coinage 
Act, 1906, m such quantities as may, in the opinion of the Bank, be 
required for ciiculation, and the Governoi General in Council shall, subject 
to the provisions of section 35, supply such rupees or other coins to the 
Bank on demand If the Goieinor General in Council at any time fails 
to dischaige this duty, the Bank shall be released from its obligations to 
supply such coins to the public 

Obligation to sell gold and gold exchange 

38 Sale of gold — (J) The provisions of this section shall have effect from 
such date, not latei than the 1 st day of July, 1931, as the Governoi 
General in Council may, by notification in the Gazette of India, appoint 

Provided that the Governor General in Council may, by notification in 
the Gazette of India stating his reasons foi such action, substitute for 
the year 1931 in this section the year 1932 and may, by like notifications, 
make tvo fuitlier successive substitutions of the jeais 1933 and 1934 

{2) The Bank shall sell gold bullion for deliveiy in Bombay to any 
person who makes a demand in that behalf at its office at Bombay, 
Calcutta, Madras, Rangoon or Delhi and pays in legal tender curiencj; 
the purchase price as determined undei the provisions of tins section 

Provided that no person shall be entitled to demand an amount of 
gold bullion containing less than tuo hundred and fifty tolas of fine gold. 

(S) The puce of gold bullion foi deliver 3 ^ in Bombay shall be tventy- 
one rupees, three annas and ten pies per tola of fine gold with an addition 
representing twice the normal cost per tola of transferring gold bullion m 
bulic tiom Bomba 3 ^ to such place in a gold standard country as may be specified 
in this behalf by the Governor General in Council by notification in the 
Gazette of India, including interest on its value during transit 

Provided that no such addition shall be made when the rate at which 
the cuiiency of the country in vhich the place so specified is situate can be 
pui chased m Bombay for immediate delivery at that place is such that the 
equmlent of the puce at which the principal currency author it}’' of that 
counti}^ is bound by law to give gold in exchange for cuiiency is less than 
twenty-one rupees, three annas and ten pies per tola of fine gold by an 
amount equal to or greater than the normal cost per tola of transfer irng 
gold bullion in bulk from the specified place to Bombay, including interest 
on its value during transit 

(i) The Governoi Geneial in Council shall, from time to time, deter- 
mine in accordance with the provisions of sub-section (3) the price at 
vhicli the Bank shall sell gold bullion for deliver}^ in Bombav, and shall 
notify the price so detei mined in the Gazette of India Such notification 
shall be conclusive n** between the Bank and any other peison as to the 
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pnc© Tvliicli tli 0 Banlc slinll Td 6 ©utiijlGd "to clin.rg6 in r8sp6ct» of «my sulc of 
gold bullion 

39 Sale of nold exchange — (i) The Bank shall sell, to any persOT who 
makes a demand in "chat behalf at its office at Bombay, Calcutta, Madras, 
Rangoon or Delhi and pays the purchase price in legal tender currency, 
at a rate equivalent to twenty-one rupees, three annas and ten pies per 
tola of fine gold, the cuirency of such gold standard country as may be 
notified in this behalf by the Governor General in Council in the Gazette 
of India, for immediate delivery in that country 

Provided that no person shall be entitled to demand an amount of 
currency of less value than that of two hundred and fifty tolas of fine gold 

(^) For the purpose of de"fcermming the equivalent late applicable to the 
Bale of currency under this section, twenty-one rupees, three annas and 
ten pies shall be deemed to be equivalent to such sum in that cuirency as is 
required to purchase one tola of fine gold in that counti'y at the late 
at ulnch the principal curiency authoiity of that country is bound by 
law to give currency in exchange for gold, after deduction therefrom of 
an amount representing the normal cost per tola of transferring gold bullion 
in bulk from Bombay to that countiy, including interest on its value during 
ti ansit 

(3) Tne Governor Geneial in Council shall, from time to time, de’termine 
the equivalent rate m accordance with the provisions of sub-section (^), and 
Bliall notify the rate so determined in the Gazette of India 

Ohhgation to bu/y gold 

40 Obligation of Banh to buy gold — ^The Bank shall buy, from any 
person who makes a demand in that behalf at its office in Bombay, Calcutta, 
Madras, Kangoon or Delhi, gold bullion for delivery in Bombay at the 
rate of twenty-one rupees, three annas and ten pies per tola of fine gold, 
if such gold IS tendered in the form of bars containing not less than two 
hundred and fifty tolas of fine gold 

Provided that the Bank shall be entitled to require such gold bullion to 
be melted, assaved and refined, by persons approved by the Bank, at the 
expense of the person tendering the bullion 


Suspension of Beseive requii ements and tax on note issue 

41 Suspension of lieserve i eguirements — (I) The Bank may, with the 
pievious sanction of the Goiernor General in Council, for periods not 
exceeding thirty days in the first instance, which may, with the like 
sanction, be extended fiom time to time by periods not exceeding fif"been 
days, hold in the Beseive gold com, gold bullion or gold securities of less 
aggregate amount than that required by sub-section (2) of section 31 and, 
whilst the hold is so reduced, the proviso to that suh-section shall cease to 
be operative 


{2) In respect of any period during which the holding of gold com, 
gold bullion and gold securities is reduced under sub-section (i), the Bank 
Bliall pay to the Governor General m Council a tax upon the amount by 
a Inch such holding is reduced below the minimum prescribed bv sub- 
section (2) of section 31 such tax shall he payable at the hank late foi the 
time being in force, with an addition of one per cent per annum when 
such holding exceeds thirty -two and a half pei cent of the total amount 
of the Resell e and of a fuither one and a half per cent pei annum m 
respect of eiery further decrease of two and a half per cent or part of such 
decrease 


Provided that the tax shall not in any event be payable at a i ate less 
than six per cent per annum 

42 Sank orempt fiom ivrther note far —The Bank shall not he liable 
to the pavment of any stamp duty under the Indian Stamp Act 1899 in 
respect of bank notes issued by it *■ j j 
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Daiation of the privilege of note issue 

43 Powers of Government in respect of note issue and assets of the 
Bank in certain circumstances — at any time the Bank fails to comply 
uith any provision of tins Chapter or vith any other provision of this Act, 
the Governor General in Council may, hy notification in the Gazette ot 
India, declaie that the Bank has forfeited the right of note issue, and shall 
thereupon take over the liabilities of the Issue Department togethei ivith 
such portion of the assets of the Bank as is requiied to meet such liabilities, 
and thereaftei the business of the Issue Depaitment shall be carried on 
m the manner presciibed by this Act by such agency as the Goieinor 
General in Council may determine 

Cash reserves to he maintained hy hauls 

44 Cash reserves of certain hanhs to he hept with the Banh — (i) E\ery 
scheduled bank shall maintain a balance Mith the Reseive Bank tlie amount 
of winch shall at no time be less than seven and one-half per cent of the 
daily average of the demand, and two and one-half per cent of the daily 
average of the time liabilities of such bank in India 

(2) For the purposes of sub-section (I), the dailj average of the amounts 
of the demand and time liabilities of each scliediiled bank shall be computed 
m respect of each period ending on the fifteenth and on the last daj of 
each month 

{$) Eveiy such bank shall send to the Governor Geneial in Council and 
to the Bank a monthly return, signed bj tvo responsible officers of such 
bank, showing — 

(а) the amounts of its demand and time liabilities respectively in 

India, 

(б) the total amount held in India in cuiiency notes of the Govern- 

ment of India and bank notes, 

(c) the amounts held in India in rupee coin and subsidiar} com 

respectn ely, 

(d) the amounts of adiances made and of bills discounted in India 

lespectively, and 

(c) the balance held at the Bank, 
at the close of the month to vliich the return relates 

{4) Ev'ei 3 ^ such return shall be sent not later than fouiteen davs after 
the close of the month to which it relates, and shall state whether the bank 
has duiing that month maintained with the Resell e Bank the minimum 
balance requued h} sub-section (1) 

(5) Any bank failing to comply with the prmisions of suh-section (3) 
or suh-section (4) shall he liable, on application made hv or on behalf of 
the Goveinoi General in Council to tlie piincipnl Cnil Court having 
jurisdiction in a place where an office of the bank is situated, to a penalty 
of one hundred lupees for each dav during which the faihue continues 

(6) 'WHien it appeals from anv such montlily leturn oi from a report 
of the Boaid that any scheduled hanlc has failed to maintain tlie minimum 
balance requued hy sub-section (I), the Goveinoi Geneial in Council may 
call for such furthei letuin, or make such inspectiou of the hooks and 
accounts of that hank, as maj he necessaiv to ascertain the amount of 
the deficiency, if am and the peiiod during winch it has continued, and 
a hank so in default shall he liable, on application made or on behalf of 
the Governor General in Council to the principal Civil Court ha\ung jurisdic- 
tion in a place v^heie an office of the hank is situated, to a penalty at 
a rate per annum wlucli shall he tlnee pei cent above tlie bank rate on 
the amount of the deficiencj^ for each day during which the default has- 
continued, and shall be laised to five xiei cent above the hank rate after 
the first seven days of the deficiency 
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(?) The Goveinor Genei^il in Council shall, by notification in the Gaze 
t>f India, direct the inclusion in the First Schedule of any conipatg, n 
already so included, uhich carries on the business of banking in isiitiisa 
India and irhich — 

(a) IS a company as defined in clause {2) of section 2 of the 

Companies Act, 1913, or a corporation oi company incoi grated 
bv 01 undei any law in force in any place outside British 
India, and 

(b) has a paid-up caiiital and leseives of an aggregate value of not 

less than three lakhs of rupees, 

and shall, by a like notification, diiect the exclusion from that Schedule 
of any scheduled bank the aggregate value of whose paid-up capital and 
reserves at any time becomes less than three lakhs of rupees, or which goes 
into liquidation or otherwise ceases to carry on banking business 

Agrecmejit with ihc ImpeTial SanL of India 

45 Agreement wth the Impeual Banl — The Bank shall entei into an 
agreement with the Imperial Bank of India which shall be subject to the 
approval of the Goiernoi General in Council, and shall he expressed to come 
jnto force on the date on which this Chapter comes into force and to remain 
in force for twenty-five yeais, and shall fuither contain the provisions set 
iforth in the second Schedule 


CHAPTER IV 
GEKEn\L Provisions 

Hescii^e Fund and aUocaiion of Surplus 

46 Allocation of vnphi ^ — ^Aftei making provision for bad and donbfJful 
^ebts, depreciation in assets, contributions to staff and superannuation 
"funds and such othei contingencies as aie usually proiided for by bankers, 
-and after payment out of the net annual profits of a cumulative dividend 
at the rate of five pei cent per annum on the sliaie capital, the surplus 
^hall be allocated as follows — 

(a) one-half to a Reseive Fund, until such Reserve Fund is equal to 

one-half of the share capital, and the remaining one-half to 
the Governor General m Council, 

(b) theieaftei, until the Reserve Fund is equal to the share capital, 

one-tenth to the Reserve Fund, and the balance to the Governor 
General in Council, and 

(c) when and for so long as the Reserve Fund is not less than tlie 

share capital, a portion to an additional dividend to the share- 
holdeis calculated on the scale set forth in the Thud Schedule, 
and the balance to tbe Governor Geneial in Council 

Provided tint, so long as tlie Reserve Fund is less than tbe share capital, 
not less than liftj lakhs of rupees of the surplus, oi the whole of the surplus 
if less than that amount, shall be allocated to the Reserve Fund 


Banl rate 

47 Publtcafton of banl rate —The Bank shall make public from time to 
tnne the minimum late at which it is prepared to buy or rediscount bills 
of exchange oi other commercial paper eligible for purchase undei this 
Act 

Audit 


48 Audiior$ ~{i) Not less than tno auditors shall he elected and their 
remuneration fixed at the annual general meeting The auditors may he 
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shareholdeis^ but no Directoi or other officer of the Bank shall be eligible 
during his continuance in office Any auditoi shall be eligible foi re- 
election on quitting office 

(2) The first auditors of the Bank may be appointed by the Board before 
the first annual general meeting and, if so appointed, shall hold office only 
until that meeting All auditois elected under this section shall severally 
be, and continue to act as, auditois until the fiist annual general meeting 
after then lespective elections 

Provided that any casual vacancy in the office of an 3 ’’ auditoi elected 
under this section be filled by the Boaid 

49 Appointment of special auditors hy Government — Without prejudice 
to anything contained in section 48, the Governoi General in Council may 
at time appoint such auditors as he thinks fit to examine and report 
upon the accounts of the Bank 

50 (i) l^oxitjs and duties of auditois — ^Eiery auditor shall be supplied 
with a copy of the annual - balance-sheet, and it shall be Ins duty to 
examine the same, together with the accounts and voucheis relating theieto, 
and eveij auditor shall haie a list deliveicd to him of all hooks kept by 
the Bank, and shall at all reasonable times have access to the books, 
accounts and othei documents of the Bank, and may, at the expense of 
the Bank if appointed by it or at the expense of the Governor Geneial 
in Council if appointed by him, employ accountants oi other xiersoiis to 
assist him in investigating such accounts, and may, in relation to such 
accounts, examine an 3 ^ Director or officei of the Bank 

(2) The auditors shall make a leport to the shaieholdeis oi to the 
Governoi Geneial in Council, as the case may he, upon the annual balance- 
sheet and accounts, and in evei3 such repoit the^ shall state whether, m 
their opinion, the balance-sheet is a full and fair balance-sheet containing 
all necessary paiticulais and properly diawn up so as to exhibit a true and 
coirect view of the state of the Bank’s affans and, in case they ha\e 
called foi any explanation or information from the hoaid whethei it has 
been given and wliethei it is satisfactory Any such lepoit made to the 
shareholders shall be read, together with the leport of tlie Boaxd, at the 
annual general meeting 


Heturns 

51 Betiirns — (I) The Bank shall prepare and transmit to the Governor 
General in Council a weekly account of the Issue Depaitment and of tlie 
Banking Depaitment in the foim set out m the Fouith Schedule or in 
such other form as the Governor Geneial in Council may^, by notification in 
the Gazette of India, presciibe The Goiernoi Geneial in Council shall 
cause these accounts to be published weekly in the Gazette of India 

(2) The Bank shall also, within two months from the date on which the 
annual accounts of the Bank aie closed, tiansinit to the Governor General 
in Council a coiiy^ of the annual accounts signed by the Goiernoi, tlie 
Deputy Goveinois and the Chief Accounting Officer of the Bank, and ceiti- 
fied by^ the auditors, and the Governoi Geneial m Council shall cause such 
accounts to be published in the Gazette of India 

(S) The Bank shall also, within tw^o months fiom the date on which 
the annual accounts of the Bank aie closed, transmit to the Governor 
Geneial in Council a statement showing the name, addiess and occupation 
of, and the numbei of shaies held by, each shareholder of the Bank 


Liquidation 

52 Provision legaidmg application of Act VII of 191S and liquidation — 
(1) Nothing in the Indian Companies Act 1913, shall apply to the Bank, 
and the Bank shall not be placed in voluntary oi compulsoiy’- liquidation 
save with the sanction of the Goveinoi General m Council "and in such 
mannei as he may direct 
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(2) In such event the Reserve Fund and surplus Sc 

Bank shall he divided between the Governor General per 

diareholders in the proportion of se\enty-fiv6 pei cent ana twe 
cent , respectively 


Begulations 


53 PoH’fiJ of the Boaid to male icqulabon^—p The 
ihe previous sanction of the Governor General in Council, inal ® .g 

consistent with this Act to provide for all matters urovisions 

necessary or comenient for the purpose of gmng effect to the provisions 

of ibis Act 


(2) In particulai and without prejudice to the genei ality of the foregoing 
provision, such leguHtions may provide for all or any of tno following 
matteis, namely — 


(a) the innnienance of the shaie register , the mnnnci hi nhicli and 

thf^ conditions subject to nhich shares may be held and trans- 
ferred, and, genei ally, all matteis relating to the lights ana 
duties of shaieholders, 

(b) the mannei in vhich general meetings shall ho convened and iho 

j)rocedure to be followed thereat, 

(() the mannei in nhich notices may be ser^ed on bohall of the Bank 
upon shareholdeis or othei persons, 

(d) the manner in nhich the business of the Board shall be tiansacted, 
and the procedure to be followed at meetings theieof, 

fc) the establisliuieut of Local Boards and tlie delegation to such 
Boards of poners and functions, 


if) the constitution and management of staff and superannuation 
funds for the officers and sen ants of the Bank, 


(ff) the manner and form in which contracts binding on the Bank niaj 
be executed, 

(A) the piovision of an official seal of the Bank and the manner and 
effect of its use 


(i) the manner and form in which the balance-sheet of the Bank shall 
be drawn up, and in which the accounts shall be mamtnmed, 

0) the circumstances in which, and the conditions and limitations 
subject to winch, the value of any lost, stolen, mutilated or 
imperfect currency note of the Government of India oi bank 
note may he refunded, and 

(?i) generally, for the efficient conduct of the busine'^s of the Bank 


iincj}dmcnts and Scpcal 

oi ^memhneni o; Act III of mo-ln the Indian Coinage Act, 1900 foi 
section 11 the following section shall be substituted, nnmelv ^ 

+ -Ocmoncfisafio?! oj so voeign and halj-^sovcrcxqn — Gold coins coined 
at His Maiesty s Royal Mint m England 02 at any mint established in 

^ proclamation of His Jlajesty ns a branch of His Maiestv’s 
Royal Mint, shall not be legal tendei m Rrifit;h -iiajesrys 

accoimt, but such coins shall bo leceivetl by the Receive RnSb “i 

55 Scpeals Tho Indian Paper Currenr% Act iQ'x? at 

Act, 1927, are hereby repealed ^ Curiencj’ 
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THE FIRST SCHEDULE 


[See section 2 (m) ] 


Schedule of Banhs 


Ajodhia Bankj ryzabad 
Allahabad Bank 

American Express Company Incor- 
porated 

Banco Nacional IJltiamarino 
Bangaloie Bank 
Bank ot Baroda 
Bank of Behar 
Bank of India, Bombay 
Bank of Mom 
Bank of Mysore 
Bank of Taiwan 
Ban Doab Bank, Lahore 
Benares Bank 
Bhaigava Commercial Bank 
Bhowanipore Banking Coiporation, 
Calcutta 

Bombay Meichants’ Bank, Bombay 
Byopar Sahayak Bank, Meerut 
Canara Bank 
Central Bank of India 
Charteied Bank of India, Austialia 
and China 

Chota Nagpui Banking Association 
Coimbatore Town Bank 
Comptoir National d’Escompte de 
Pans 

Dawsons Bank, Pyapon 
Eastern Bank 

Equitable Eastern Banking Corpora- 
tion 

Gnndlay and Company 
Hongkong and Shanghai Banking 
Corporation 

Imperial Bank of India 
Imperial Bank of Persia 


Indian Bank 

Industiial Bank of Western India 
Jailpaiguii Banking and Trading Cor- 
poration 

Kaiachi Bank, Karachi 
Kainani Industrial Bank 
Lloyds Bank 
Lyallpui Bank 
Meicaiitile Bank of India 
Mitsui Bank 

Muffassil Bank, Gorakhpui 
Mysoie Industiial Bank 
Namboodiii Bank Pallippuram 
National Bank of India 
National City Bank of New York 
Nederlandsche Indische Handels-bank^ 
Nedeilandsche Handel-Maatschappij 
Nedungadi Bank, Calicut 
Oudh Conunercial Bank 
P and 0 Banking Corpoiation 
People’s Bank of Northern India 
Punjab and Kashmir Bank, Rawal- 
pindi 

Punjab and Sind Bank, Amritsai 
Punjab Co-operative Bank 
Punjab National Bank 
Shilotri Bank, Bombay 
Simla Banking and Industrial Com- 
pany 

South India Bank, Tinnevelly 

Sumitomo Bank 

Thomas Cook & Sons 

Union Bank of India 

U Rui Gyaw Thoo and Co , Akyab 

Yokohama Specie Bank 


THE SECOND SCHEDULE 


(See section 45 ) 

Provisions to he contained in the agreement hetiueen the Iteserve Banh of 
India and the Imperial Banh of India 

1 The Impel lal Bank of India shall be the sole agent of the Reserve 
Bank of India at all places in British India where there is a branch of the 
Imperial Bank of India and no branch of the Banking Dexiartment of the 
Reserve Bank of India 
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2 In consideration of the performance by the Imperial Bank of India on* 
behalf of the Beserve Bank of India of the functions which the Imperial 
Bank of India was peifoiming on behalf of the Governoi General in Council 
at the places leferred to in clause 1 hefoie the coming into force of the* 
Beserve Bank of India Act, 1928, the Rescue Bank of India shall pay to 
the Imperial Bank of India a commission calculated on the total of the 
receipts and disbursements dealt with annually on account of Goveinnient by 
the Imperial Bank of India on behalf of the Reserve Bank of India Suck 
commission shall he oue-sixteenth of one per cent on the first 250 ciores of 
such total and one-thiity-second of one pei cent on the remainder 

3 Subject to the condition that the Imperial Bank of India shall keep 
open branches not less m numhei than those existing at the time of the 
coming into foice of the Beserve Bank of India Act, 1928, the Beserve Bank 
of India shall allow the following balances to the Impel lal Bank of India 
at the interest rates heieinafter specified, namely — 

(а) during the first five 3 ears from that time — 3 ciores fiee of interest, 

(б) during the next five years — 2 crores free of inteiest and, at the 

option of the Imperial Bank of India, an amount not exceeding 

1 croiG at 2 per cent per annum, 

(c) duimg the next five years — 1 crore fiee of mteiest and, at the 

option of the Impel lal Bank of India, an amount not exceeding 

2 crores at 2 per cent pei annum, and 

(d) during the next five years — at the option of the Imperial Bank 

of India, an amount not exceeding 3 croies at 2 per cent per 

annum 

4 The Impel lal Bank of India shall not without the appioval of the- 
Reserve Bank of India open any bianch m substitution foi a branch existing, 
at the time this agreement comes into force 


THE THIRD SCHEDULE 


(See section 46 ) 

Scale of additional dividend payable to sliarelioldei s 


A So long as the share capital of the Bank is five croies of lupees — 

(1) if the surplus does not exceed four crores of lupees — Ntlj 

(2) if the suiplus exceeds four croies of rupees — 

(а) out of such excess up to the first one and a half crores of 

rupees — a fi action of one-thiitieth, 

(б) out of each successive additional excess up to one and a half 

crores of rupees— one-half of the fraction payable out of 
the next previous one and a half crores of excess 


Provided that the additional dividend shall he a multiple of one-eighth 
of one per cent on the share capital, the amount of the surplus allocated 
thereto being rounded up or doini to the nearest one-eighth of one per cent 
on the share capital 


oiiginal share capital of the Bank has been increased or 
reduced, the additional dividend shall be calculated m the manner provided 
in clauses (1) and (2) ^^fcove, but the fi action of one-thiitieth mentioned in 
sub-clause (a) of clause (2) shall be inci eased or diminished in proportion to* 
tne increase or reduction of the share capital 



482 

THE FOURTH SCHEDULE 
(See section 51 ) 

Eeserye Bank of India 

An Account picrsuant to the Gold Standard and Reserve Banh of India Act, 
1928, for the loeeh ending on the day of 

Issue Department 


Liahdities 

Bank Notes held m the Bank- 
ing Depaitnient 
Bank Notes in circulation 
Total Bank Notes issued 
Goveinment of India Notes 
in circulation 
Rupee redemption 


Rupee com 

Gm eminent of India rupee 
securities 

Internal Bills of Exchange and 
other commercial paper 
Gold secuiities 
Gold com or bullion — 

(a) held in India 

(b) held outside India 


Rs 


Ratio of gold and gold secuiities to liabilities, - per cent 
Dated the day of 19 


Banking Department 


Liabilities 

Capital paid up 
Reserve Fund 
Deposits — 

(a) Government 

(b) Banks 

(c) OtheiB 
Bills payable 
Other liabilities 


Rs 


Assets 


Notes 

Rupee com 
Subsidiaiy com 
Bills discounted — 

(a) Internal 

(b) External 

(c) Goveinnient of India 
Tieasury Bills 

Balances held abroad 
Loans and advances to the 
Go\ ei nment 

Other loans and advances 

Investments 

Other assets 


Rs 


Dated the 


day of 


19 
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AIs^NESirilE VI 

Cattle Insurance — have tried to appreciate the object behind the Agri- 
cultural Loans Act and the Land Inipiovements Act A detailed examina- 
tion of the working of these Acts in vaiious piovinces vould be found in 
the Provincial Committees’ Reports One of the purposes, which has, how- 
ever, b^een universally approved all lound in connection with these acts as 
well as in connection with the co-opeiative movement, is a loan to the agri- 
culturists foi the pui chase of cattle The discussion on this subject has 
brought out the definite fact that most of the agriculturists are not in a 
position, without boi rowed money, to replace their cattle The death of 
cattle not only duiing a famine yeai, but in the ordinary course, is an 
economic misfortune for the agriculturist, the magnitude of which can be only 
likened to the occuirence of a fire in the case of an industrial concern Since 
cattle must die, sometime oi the other, this misfortune must occur every- 
where Their automatic replacement from young stock can take place and 
possiblv does take place, but not in all cases The impoidiant point is that, 
where an agricultuiist has to boirow on tbis account, the heavy lates, at 
which he boiiows, places on him a htiiden, which in the course of a few 
yeats, is altogether out of pioportion to the benefit, which he derives Could 
any means he devised, by which he can be saved these heavy cliaigesP Else- 
where in the woild communities, who consider agricultural stock as an 
important asset, have solved the pioblem by means of cattle insurance In 
India experiments in cattle insuiance by co-operative cattle insuiance socie- 
ties have not had yet a maiked success It is sad that they failed, because 
they did not bare sufficient actuarial data Co-operative societies would 
undoubtedly be helpful, because they aie in a position to collect small sums 
from their membeis by way of a premium, but, in ordei to be sound, insur- 
ance would have to be over large tiacts It would have to be spread over 
many districts, so that an epidemic in one aiea would not inflict a fatal 
loss on the society 

As fai as is known, cattle insurance is not effected in India by English 
Companies I do not regaid that it is a promising field for insuiance com- 
panies The mam difficulty would be the collection of small sums from the 
cultivator 

On the desirability of instituting cattle insurance, there can be no two 
opinions, as it ivould obviate the heavy interest charge and give the culti- 
vator a sense of security, which he does not at piesent enjoy From what 
IS known about the Indian cultivatoi, theie is not the slightest doubt that 
he would fight shy, in the first instance, of a system with which he is not 
familiar, hut once the initial stage is got over and be has seen or heard of a 
party, whose cattle was promptly replaced from moneys, which the Insuiance 
Company paid, he would come m at once Ever since the co-opeiative 
movement has been intiodiiced in this country cattle insurance lias been 
talked about, but nothing has been done Had it been a suitable field for 
private enterprise, foreign Insurance Companies, who ha^e penetiated far 
and wide in everj^' other branch of insurance, would not have neglected this 
It would, therefore, appear that something more drastic would have to be 
attempted if cattle insurance is to become a realitj^ in India It is obvious 
that for some yeais the risk if it is a iisk, would have to be carried by the 
community It is further obvious that the collection of small charges in 
respect of premium could be best made with the land revenue without addi- 
tional charge for collection and with the ceitainty, which is essential 
Taking these two facts together, leads one to the inevitable conclusion that 
cattle insurance in India would have to he established as a Government 
concern The charges collected would after paying for the cost of admini- 
stration, suffice for the claims, and the cost of administration, if it is run- 
ning as a state concern, could be kept down Fuitber, the possibility of 
frauds, from which private enterprise will have to take great piecautions. 
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tiToxild be lesSj as tlie ryot is not likely, untutored and on liis ovm initiative, 
to attempt to put up fraudulent claims against the state 

While logically the conclusion is this, I lealise that it would he a great 
task There will he many practical difficulties and many considerations 
needing a close nfexamination, before Government can launch out on this 
progiamme But I make the suggestion and T would recommend that it 
should he considered Full information should be secured with regard to 
ihe experience of other countiies in this direction Even when the scheme 
IS ready, it should he only introduced m some selected districts m each pro- 
vince, and after experience has been gamed, if theio is full justification for 
going ahead, it may he universalised 
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